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Letter from the Hon’hle Mr. E. Borqon, c.8.r., c.i.k., t O.3., Sworetery 
to the Government of India, Pintnoe Department, to all Provincial 
Governments, dated New Djlhi, the 3rd April 1929, No. F. 2 (III) 

[Subject — Enquiry into banking oonditiona in Iniia ] 

1 am directed to refer to this Department's letter No. D/5121-P., 
dated the 22nd Dcoemlwr 1925, askiiig, among other things, for the 
views of the Liooal Q-overnment to the best metho I of 8urv(»ying the 
field of banking and of encouraging the development of bunking in 
India. Bv the time the replies of the Provincial Oovernmenls were 
received, the Government of India had also received the Report of the 
Royal Commission on Indian Currency and Finance, which recom- 
mended the creation of a Ctmtral Bank for India. Tht^se replies and 
the Report were dnly examint^d bv the G^oviTiiment of Inlin, who eamc 
to the eonclnsion that the est iblishment of the RescTve Buik of lulia 
and its activities through its ineml>er hanks woiiM go far to remedy 
some of the major deff'cts in th** Inlian hanking H>H(em and to improve 
banking faeilities generally. They therefor** thought that on the* whole 
it Nvould be preft‘rahl*‘ to postpone further enquiry of the kind pre- 
viously oonfeinplated until som*' experi* no<* ol the working of the 
Reserve Bank of India had b*en gained. 

2 When, therefor**, Mr. 8. N. Haji moved a ll**so!ution in the 
Legislative Assembly in February 1927 reconimeiuliug that a tkmimis- 
sion be Rppoint**d to iuv*>8tigate the present condition ol banking in India 
and to make r**com mend at ions f<»r their improvem<‘nt an I expansifin, the 
Hon’ble the Finane** Member, on behalf of th*’ GoviTument of India, 
explained that, though they sharciithe desire of Mr. Haji and his suppor- 
ters that an enquiry should be made into the banking ayatem of India 
w'ith a view' to its improvement, they did not think that the time chosen 
w^os opportune. In making this siatenumt Sir Basil Blackett further 
explained that an important portion of th** ground of the proposed tm- 
quiry, namely, the financing of agriculture and faeilifii^s for agricultural 
linking would be cyiveivd by the Agricultural Commission, and that 
Government would consider the position again wh<*u th** Commission 
had reported. 

3. As the Local Government is aware, however, the R<*8erve Bank 
BiH was rejfcted by the Legislative Assembly in February 1928, and 
the Government of India, feeling that the atmosphere in which the Bill 
was lost WHS not favourable to public investigations of a U'chnicfil and 
soientifio nature, decided to let the question of a banking (‘Wpiiry rest 
at leajfc until they had had an opportunity to study the Report of the 
Agrioifitura] Commissioti presented in April 1929. 

4. ^mth the Federation of Indian Chambers of Commeroe and the 
Associated Chambers of Commerce revived the qnestion at their respeo* 
tive annual meetings in December 192S^ the former passing a resolution 
urging upon the Government immediately to appoint an Indian 
Braking BiK^iiiiry Committee with special reference to the system of 
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indigPBOus banking with a view to develop and foster the s'^mc^^ 
Disonssions ensued at which the Hon'ble the Finance Member and 
representatives of bottf glbnps ofCDtambers of Commerce were present : 
and as the first result of thes*^ disctissions the broad position which 
Government decided to take is that described in the following sentences, 
which are taken from a statement made hy the Hon’ble the Finance 
Member in the Legislative Assembly. 

The formation of a C(‘ntral or Reserve Bank is desirable in order, 
that India may be equipp'd with a mechanism for the control of currency 
and credit on the lines approved by modern experiem*#*. At the same 
time, the Government ean only proceed subject to their Ixing satisfied 
as to two conditions : first, that the organization of the Bank is securely 
settled on sound lines, and secondly, that there is a measure of general 
support among the ri'presontatives of ])ublic opinion for the proposals. 
Pull advatitage Ihoiild lx* taken of any ifih rval whieh may occur befon* 
these conditions are fulfilled and the time ii again ripe for reviving the 
proposals for a Reserve Bank by inaugurating an enquiry into the 
general banking organization of tho eountry whieh is intimately con- 
nected with th«! question of a Central Bank. For a tVntral Bank is 
cssentiaHv the crown of the whole structure’ of Innking in its widest 
sense, and if it is to be wi ll dt\sigi]f*d to meet the praeti(*Hl r(*quirements 
of thf? country it must !>• ndaplcnl to the banking organization of the 
country on which it should rest. View'ed from this angle, a banking 
enquiry will be of value in throwing light on the actual situation 
throughout the country and in instructing public opinion as to the 
main requirements. 

6. In order to carry public opinion with them as far i\s possible in 
the details as well as in the gf*neral policy of the mntt( r, the Govern- 
ment of India have taken steps to ascertain the views of leaders of 
political parties in the Central Legislature and have again conferred 
with represfmtatives of the Fedeiation of Indian Chambers and the 
Associated Chambers of Commerce. These furtln r disenssious have 
disclosed a fairly general consensus of opinion as to th(* broad lines on 
which the enquiry should procee'd and as to its main objects. As to 
the former it is generally agreed that the enquiry should be divided 
into two principal stages ; the first covering the eolleetion of evidence 
and the indication of th<^ main diretitions in which the opening up of 
increased facilities is requin‘d;the second atagf* takjng the form of a 
consideration by experts with world experience of the evidence and 
suggestions prepared by local Committees during the first stage. As 
to the main objects of the enquiry these would be to enquire into the 
existing conditions of banking in India and to make recommendations 
for the expansion of both indigenous and joint-stock Imnkiug with 
special reference to the needs of agriculture, commerce and iuaustry. 
It was accordingly decided to prepare a plan of action to be directed to 
this^d, and to submit it in the first instance for the consideration of 
Local Governments whose co-operation will be essential. 

These are the circumstances which have led to the present communi- 
cation being addressed to you. 

6. As regards the procedure of the enquiry, I am to say in the first 
iustanee that the Government of India feel that, if the investigation is 
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to be adequate and in at the same time to be completed within a reason^ 
ablv abort apace of time, it w’ould be iinpractioable to entrust the whole 
of the work to a single CommittlPe. ,^Tln? prapp^.\vhich has so far met 
with approval is that there should be set up — 

(/y) a Central Committee, and 

’ (b) a number ol Proviucial Committees to deal with the special 

requirements of different provinces, such I^^ovineial Committees to 
^usist of persons who have the knowledge of lt>cal eondilious, which 
will bf‘ all iniportaut. 

To arrive at a clear definition of the scope and functions of the 
Central and Provincial Committees, respectively, it is necessary to 
analyse in some dt'tail the subjects which it is intended that the enquiry 
as a whole should cov» r, and the analysis arrived at in the course of the 
preliminary discussions is ns follows : - 

(i) The regnlatiou of banking, with tie* objict of priJtccting depo- 
sitors and theri*by iueriasing Cijulidc noe in the banking system ; 

(ii) Banking education, with the object of providing facilities for 
obtiuning training in banking and gen* raily of cirating a body c»f people 
who have a real knowledge of the |>nncij)les and practice of l>anking ; 
and 

^iii) The d 'Velojmieut niul <‘Xtension of hanking on sound lines. 

The last item is capable of further sulKlivision as foliow's : • 

(ft) Industrial banks and credit facilities for India’s main indust- 
ries like cotton, jnto, coal, etc. ; 

{h) Financing of foreign trade ; * » 

(e) Agriculturai credit (including co-operative credit) and credit 
facilities for small iudustfies ; 

{(./) Mortgage banks ; and 

(e) Financing of internal trade in eonnoxion with all the above 
headings. 

7. It is suggested that heads (i), (ii) and (iii) (b) should be delinitdy 
excluded from the purvitw of the Proviucial Committees already des- 
cribed, and that head (iii) (o) might akso be tn ated from the beginning 
as primarily the couceni of the Central Committee, although it is recog- 
nized that th»‘re are c<*rtaiii aspects or 8iibdivisit)ns of the subject to 
which thr- Provincial Committees might inak(‘ a useful contribution. 
The main matt»*r foi' study by the Provincial Committees would, how- 
ever, be head (iii) (e), (r/) and (e). Thcs»‘ arc moreover from every jK»int 
of view the most miportant of the whole field of the enquiry, Ifsscn- 
tiaJly,the puiposes which it is desired to secure so far as the interests 
of thr? rural poj)ulation are concerned, arc that the^ cultivaUjr should be 
enabled to s^ curt* the credit he needs both for the improvement of his 
land and its equipment and for the marketing of his produce : and that, 
on the other hand, means should b«* devisM to stimulate the habit of 
investment alid attract banking dej)osits. It is suggested that, bearing 
these purposes in mind, the Provincial Committees should conduct in 
a few selected areas an intensive survey of conditions, existing facilities 
and requirements, and a general survey of thf* province as a whole. 

8. The Central Committee will be constituted by the Government of 
India. It is projKjsed that beads (i), (ii) and (iii) (/r) and (6) should 
from the bf-ginning be made the direct resixiiisibilit}" of the Central 
Committee, In respect of the two latter heads it might be convenient 
(or the Central Committee to appoint sub-committees to visit important 
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industrial centres and gain first-band knowledge of the needs of large 
industries and departments of trade. In addition to this the Central 
Committee would act as adviser to the Government of India in laying 
down at the outset the main lines on which the Provincial Committees 
should conduct their enquiry and later in sifting the material contained 
in the various reports submitted by the Provincial Committees and its 
cwn sub-committecs prejiaratory to the making of its own final report to 
the GovenimeT»t. At this jx)iut, the second stage of the enquiry will be 
reached when the Government of India contemplate that they should 
invoke the assistance of a small body of outside experts (say, three or 
four) selected by Govcninieut eitiier from England or from other 
countries with wi ll-develojxd systems of rural credit end industrial 
banking. These outside expeits would act as advise rs to the Central 
Committee* They would carry o»it joint discussions with the Committee 
with a view to assisting the latter in making its recommendations to the 
GovfTiinient of India as to the best way of dealing with the state of 
affairs discl(’S{»d by t he preliminarv enquiries a 1>ove referred to. live 
expeits will fuithc r he entitled to submit a separate report of their own, 
if nec^^ssary, to the Central ( ’ommittcM* whieh will include it in its own 
report auhinittf’d to the Govemment of India. 

9, As regardis the composition of the Committee, it is suggested that 
the Provincial Committees should contain the following personnel : — 

(i) A senior ofliefu* of Govejnment with considerable district 
exjierience and knowledge <f rural economy, who will be chairman ; 

(u) A co-operative ♦ Xpert to provid(* sirecial expmit'iice on rural 
agricultural credit ; 

(iti) An Indian Itcouomist; 

(tv) A leprest'Utative of Commerce j 

(r) A ie])resentative of the indigenous banking community ; 

(vt) A nuu-cfficial with a close knowledge of the interests of the 
agricultural clashes, who can n*present their inttu*< sts, as the classes who 
require ciedit i‘aeiliti( s ; and 

(r/j) Pcesibly another non-oflBcial similarly to represent small 
urban interests. 

The Committees should be appointed by the Government of India 
in consultation with the Lceai Government. It is emphashsed that the 
above aie intended to be no more than suggestions. The Government 
of India will bi* glad to consider any counter-suggestions which may be 
put fojwajd by the Provincial Governments. "" 

10. It is eoutrmplated that the Central Committee which will act 
throughout in close contact w ith the Hcn^ble the Finance Member, 
ehould include the following ; — 

' (a) Two members norainatt*d in consultation with the Federation 
of Indian Chambers. 

(b) Two members nominated in consultation with the Associated 
Chambers of Commerce. 

(r) An Indian Economist. 

(d) A banker nominated in consultation with the Imperial Banh 
of India. 

(tf) A banker nominated in consultation with the Association of 
Co-operative Banks. 
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(/) A banker nominated in consultation with the Exchange 
Banks Astsociaiion. 

(y) A joint-stock banker, and 
(h) An indigenous banker. 

The question of the I'epresentation of the general interests of the 
public and particularlj of agriculture from the side (»f those who require 
credit facilities still remains to be settU^d, It will also olwrved that 
no provision has been made for the repri'sentation of the Indian b'gisla- 
ture as such on the Central Conimittee. This is due to the technical 
nature of the enquiry. But, in view^ of th(‘ great interest shown by that 
body in the enquiry, the llon'ble the Fiimiue Mcminn* has agreed to 
ktn^p in touch with the Central Committee at ail stages of its aetivities 
and to keep the leaders of j^olitical parties apprised, by means of informal 
conversations, of the progress of thr enquiry. 

11. Subject to eonsidr ration of the views of the Looal Goveriunents, 
the Government of India propose that the lirst nu f ting of the Central 
Advisory Coinmitt*‘e ahouid hr held in Simla about the middle of May 
when a memorandum laving down in some specific detail the heads of 
enquiry to In* undf rlak^ n by thf Provincial Committers will be placed 
before them for discussion. The nninorandum as approved by the 
Central Advisory C<anmittee would thru hc< issued to tho Provijieial 
Governments to reach them by the end of May so that th(‘ ProvinenaJ 
Committees might have thrir preliminary meetings in June to settle the 
terms of their questioimaire and th(*ir detailed programnu! of w*ork : and 
the actual^nquiry might begin bf*fore August. The impoiUnt joint is 
that everything should be |)r( pan d so that u start might be made imme- 
diately alter the close of the monsoon j)erioiL Tin* Government of India 
estimate that the Provincial CommilUes would lak(^ about six months to 
complete their enquiry and submit their reports, while another four 
months thereafter would ]»e required by the Ctntral Advisory 
Committee to finish their portion of the task. 

12. I am now to enquire whether the Local Governnient aj)pro\e of 
the direction which it is jiroposed to give to the enquiry and whether 
they have any imj)rovements to suggest in regard to this. I am also to 
ask that the views of the Local Government as regards the procedure 
which it is proposed to adojit may Le furnished as early as possible. If 
the Local Goveniinent agree to the picxf dure contemplated, 1 am to 
request that the yames cf individuals who might suitably be ehosen to 
ser^e on the Provincial and Central CommitteeH may be furnished to 
this Department. Finally, I am to invite attention to the enclosed 
provisional memorandum laying down the hroad iiiics of enquiry to l>e 
pursued by the Provincial Committees and to /(quest that any observa- 
tions which the Local Gove rnment may wish to make on this memoran-" 
dum may also be communicated to the Government of India at an early 
date. 


[finslotaiii 
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Ekclosurks 

Memorandum of lines of enquiry by Provincial 
Committees* 

1. The Provincial Committees nhould make i!itf ii«ive suneys of one 
or two aelectcd distriota in each province and a general survey of the 
conditions in the province or areas as a whole in regard to agricultural 
and Bimd] industries with special reference to the fabric of finance. The 
details of the entjuiries to lie undertaken should be settled by the 
Provincial Committees thems( hes, but in order to facilitate tabulation 
of the results for all India, the following main heads under which the 
Committees should classify the information and material collected are 
laid dow'n for their guidance. This should not be held to debar the 
Provincial Committees fnun investigating any speeial provincial features 
not covered by the heads below. 

2. The main heads riferred to above arc— 

/. — Afjricuiiutai Vrrdtf. 

(Sec in this (onnexion Chapters XJl and XlIJ of Agricultural 
Commission’s ]I<‘port.) • 

{a) Various ittuiis of permanent improvement to land. Credit 
facilities required and actually existing. llaU s of interest and period of 
loans and other conditions. Part played by Imixrial Bank, Joint-stock 
banks, oo-o|XTative banks and indigenous hanks and bankers. Scope 
for land mortgage banks and for agricultural credit banks. Co-ordina- 
tion of credit agencies, lleview of system of Orovernment loans and 
elimination of administrative defects. 

(6) Credit facilities required for purchase of agricultural imph^ 
ments and seed and other exp nses of pioduetion. Facilities actually 
existing. Hates of interest and period of loans and other conditions. 
jEffect of borrowing on disposal of produce. Pail played by different 
classes of banks and bankers. 

(6') Present methods of marketing principal crops. Credit 
facilities required for I'uaiicing of products during marketing. Part 
played by different classes of banks and hankers. Facilities for 
remittance. Use of iiegotiahio instruments and scop' for promotion. 
Keduction of duly on hills. 

Volume of agri cultuml indebtednt^s in province and the 
causes contributing to such indebtedness. Existing credit facilities for 
diseljarging debt. Part played by different classic of banka and 
bankets. j; 

(e) Agrioulluial enterpriues and othez small induffkriesijipronaee. 
like dw^ farming, gvd faetoriea, cotton ginneries, sugar refineries, vtd 
Poaeibilities of developing cultivation or of helping cultivator ijo get a 
better return by erection of such factories. Credit facilities required 
and actually' existing. 
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IT. — Special rftwff/ of imrhing of Co*opetalwe banke and co^opernUm 

marketing eocitUee. 

(See Chapter XIII of Agricnltural Commisaion^s Keport.) 

Extension of co-operatiou in direction of borrowing and lending on 
pronneial scale instead of local units operating separately in watertight 
compartments. Relations with Imp<*nal Bank and joint-stock banks. 
Presetit diflSoiilties of financing co-operative societies both short and 
long term capital. Alleged competition of co-operative banks with 
joint-stock banks. 

Ill, — Special study of indigenous t^ixnliny. 

Collection of available information regarding indigenous banks and 
bankers and their methods of doing business. Shroffs^ large and small, 
who do not usually call themselves bankers, should be included in 
enquiry. Information should comprise capital, deposits, cash balauof», 
terms of advances, establishment, elientele, relation to agrioviltiire, 
industry and trade, faeilities required, relation to joint-stoek banks and 
Imperial Bank, attitudt* towar^ls some sort of govt rnmental 8n|)ervision 
and publicity, methf>ds to sf curc stability and inspire confidence. 

IV , — Investment habit and attraction of capita/, 

(1) Means or institutions in existence for eneouraging investment 
habit. Postal eash eertificales and posUtI savings banks. Classes of 
population who resort to such forms of investment and methods of 
attracting other classes Allegid competition of Government wdth 
joint-stock banks. Existing facility for purchast^ and sale of Govern- 
ment securities. Ililton-li oung Commission's proposal for introduction 
of gold cash certificates. 

(2) Growth of cluKjue habit, ]{HI<*ct on hmuo of abolition of stamp 
duty CM ebques. Other methiKls of promotion like payment of Govern- 
ment servants and bank employes alnive, say Rs. 100 f>y ehr^ques. 

(3) Branch banking and investment habit. Experience of Imperial 
Bankas new branche's opened under agreement. Existing difficulties 
experienced by joint-stock banks in opening new branches. 

II 

Press Communique.. 

The Government of India published in their letter No. F, 2^(111)- 
F., dated the 3rd of April 1929, addressed to all Provincial Govern- 
ments a |>rovisio|ind scheme for inaugurating an enquiry into the banking 
condition in Ihaia d.awn up in eonsaltation with the representatives 
f# the two Associations of Indian and European Chambers of Commeroe 
andol the Indian Legislature. They have since consulted the local 
Gteveritnnents on the provisional plan and procedure and have now 
decided to set up (a) a Central Committee and {h) ten local Committees 
that is to say one for each of the nine major provinces and the tentlt for 
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the Centrally administered areas, namely, North-West Frontier Pro- 
vince, Baluchistan, Delhi, Ajmere-Merwara, etc. The main objects of 
the Enquiry will be the investigation of existing conditions of lianking 
in India and the consideration of what steps, if any, are feasible and 
desirable under the following main headings : — 

(a) The Regulation of Banking with a view to protecting the 
interesta of the public ; 

(/>) The Development of Banking in the sense of the expansion 
of both indijarenoiis and joint-stock thanking, with special reference to the 
nef?ds of agriculture, commerce and industry ; 

(r) Banking education with a view to the provision of Indian 
personnel in adequate numbers and with the necessary qualifications to 
meet the increasing n^eds of the ountry for a sound an I Wvdl-inanaged 
national system of Banking. 

2. Th(* general field of the ICnquirv as a whole has already been 
analysed and an allocation of the subjects as betw'eeii the Central and 
Provincial Co nmittoe has b'en provisionallv proposed in th^^ Finance 
Department letter of the 3rd Apeil ^^^29. This allocation will be con- 
sidered by the (J.mcral Coiurnitt^ ii at its first meeting in ooujnitalion 
with the Ilon'ble the Finance Membf'r. ' At the meeting if it scorns 
desirable the terms of reff^renoe may be further (Ufiued and elaborated, 
and the heads of enquiry to be undertaken by the Provincial Committc^es 
will l>e discussed and set out in more speeifi * detail. A rough forecast 
showing how the work on the Central Committee is expected "to develop 
is also published for general information. 

3. The personnel of the Central Banking Committee will be as 
folJow.s : — 


The personnel of th^^ Provineial Committees will be published very 
shortly. 

In view of the importance of the Co-operative side of the Enquiry 
it U prxssible that a third representative with expu ience of the working 
of Co-operative Societies may b* added. 

4. In view of the fact that credit facilities for Indians main indus- 
tries such as cotton, jute, coal, etc., will form one t)f the important 
subjects of direct investigation by the Central Committee and that these 
industries as such have no direct representation on the Central Com- 
mitttee, the (d^overnment of India hope to arrange that any Sub-Com- 
mittees of the Central Committee which arc appointed to deal with these 
subjects will co-opt locally one or two persons who are connected with 
these Indu-itries. 

15. The Government of India wish to offer facilities to any of the 
Indian States that may desire to associate themselves wiUi the jlSiQquiry. 

6. Arrangements are being made for the first meeting of the Com- 
mittee to be held if possible before the end of June, 

Simla, 

jm June 19S9. 
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ForecoMi how the work on the CenitaJ Committeo mil develops 


June 1929 


August 1929 to 
March 1930. 


March 1930 to 
November 1930. 


November 1930 to 
January 1931. 

April 1931 


Preliminary meeting of Central Committee to con- 
sider with Finance Meinbi?r general lines of 
enquiry and form of questionnaire to bo issued 
to Provincial Committees. 

Main periol of work by Provincial Committees. 
During this pt'riod probably eub-oommitteea of 
the Central Committee will be at work collecting 
information on special problems which are the 
direct responsibility of the Central Committee. 

Members of Central Committee will be occupied in 
studying the reports of its own sub-coinmiteea 
and the Provincial Committees. Provisional 
con elusions and recommendations may l)e settled 
by the end of this pf*riod. 

Joint discussions and study of whole subject matter 
between Central Committee and the Advisory 
Committee of outside experts. 

Submission of final report by Central Committee. 


Ill 

Press CoMMCKiaufi. 

Oovernment oj Madras^ Finance Department^ dated 19/4 J\Uy 1929. 

1'be following press (communique issued by the Government of 
India, Finance Departimuit, dated Simla, the lOth July 1929, is re- 
published : — 

Press Communique. 

It is announced for public information that the personnel of the 
Madras Provincial Banking Enquiry Coimniltee will be as follows * — 

1. Mr. H. M. Hood, I.C 8. . , . . . . Chainnan. 

2. Mr. P. J. Thomas,' m.a., b litt., ph.d., Indian Economist. 

Professor of Kconomics, Madras Univer- 
sity. 

3. Mr. C. Gopala Menon, m.l.c. . . , , 1 Repre^sentatives of 

4. Mr. H. F. P. Hearson, M.l.c. • • . . j Commerce. 

5. Mr. M. A. Muthiah Chettiyar, b.a. . . Hfqirest-ntative Indi- 

genous Banker. 

6. Bao Bahadur B. Muniswami Nayudu, liepresentative of 

m.l.c. Agricultural in- 

terests. 

7. Khan Bahadur V. Hameed Sultan Maricair R^resentative of 

of N^apatam. tJrl)an interests. 

Rao Bahadur C. J. Panl, b.a. • ^ , , Secretary. 

H. A. WATSON, 

Secretary to Ooremment, 
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IV 

6«0* Mis. Not 538t Finanos, dated 26th July 1929. 

Rkad— the following : — 

From the Government of India, Finance Department, 

No. P. 2 (7) F/29, dated 15th July 1929. 

Order — Min. No, 588j Finance,^ dated t%th July 1929. 

The letter from the Government of India, dated loth July 1929 
read above, forwarding the draft questionnaire * drawn up by the 
Central Banking Enquiry Committee and the fnrth< r observatiojis made 
by that Committee is communicated to the Chairman, Madras Provin- 
cial Banking Enquiry Committee. 

2. Further orders will issue on paragraph 2 (iii) of Indians letter 
relating to the question of entrusting to the Madras Provincial Com- 
mittee the enquiry into the causes of the^failure to utilize the Usurious 
Loans Act* 

Ekclosukk 

Letter from V. K. Akavamudha Ayyangar, Esq., c.i.e , OflSeer on 

Special Duty, to all Provincial Governments, dated Simla, the 15th 

July 1929, No. F.2 (7)-F/29. 

I am directed to invitr' a reference to this department press 
commuaiqn4, dated the 12th Jinie 1929, announcing the ap]H)iutinent of 
the Indian Central Banking Enquiry Committee. It stated in 
paragraph 2 of the communique that th(* heads of enquiry to be under- 
taken by the Provincial Committees would be discussed and set out in 
more specific detail at the first meeting of the Oi uti al Committee. The 
first meeting was held in Bombay on the 28th of June last and after 
careful discussion the Committee decided that in oi‘d(*r that the enquiry 
by the Provincial Committees might be eondueted on unift>rm liin^s it 
was desirable to draw up a standard questionnaiit* for issue by all the 
Provincial Committees. It was also agn?ed that the latter sliould be free 
to add to the standard questionnaire with a vi(*w to eliciting any special 
provincial or local features, 

2. I am now to enclose a copy of the draft questionnaire drawn up 
by the Central Committee and to request that it may l)e communicated 

Madras 

to the Bombay Provincial Banking Enquiry Commit^^e with the follow- 

eto. 

ing further observations of the Central Committee : — 

(i) The Provincial Committees may, as stated above, add to the 
questionnaire with a view to investigate any special provincial features 
not covered by it. 

(ii) The Provincial Committees should make intensive surveys of 
one or two selected districts in each province and a general survey of 
the conditions in the province as a whole in regard to agriculture and 
other small industries allied or supplemental to agriculture, with special 
reference to the fabric of finance. The Central Committee attach the 
greatest importance to the follection of (wAs and figures as accurate as 
possible. In cases where precise information is not ay ailable, there is 
no objection to information on broad and general lines being furnished. 


Not printed. 
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(lii) The Hoyal Gommisaion on Agricultun^ recommended in 
paragraph 365 of their Beport that in every province an enquiry ahould 
be made into the can^e of the failnre to utilise the Usurioiifi L^iis Act 
and that adequate steps should be taken to ensure its application in 
future. Th»‘ Central Commit tec desires that in provinces where m^parate 
enquiries have not already Ih^cu on foot in pursuance of this recom- 
mendation the Local Government should consider the (piestion of 
entrusting the enquiry to the Provincial Banking Enquiry Committee. 

(iv) The Provincial Committees should try as far as possible to 
complete their lal)Our8 before March 1930 so that the Ci ntral i Vunmittee 
might adhere to the programme forecasted in this di*pHi*tmeiit press 
communique, dated the 12th June 1929. 


Questioxkairf issued by the Madras Provincial 
Bankino Enquiry Committee. 

(The following memorandum is published in order to assist witnesses 
in the preparation of their evidence. It is not to bo regarded as 
exhaustive, nor ia it drsii ed that each witness should necessarily attempt 
to detfl w'ith all the questions raised) ; — 

/, — AgriciUtiircd credti and credit facilities J or small industries, 

1. Describe the {>re8i*nt system by w'hich the agriculturist In your 
district or jfrovinee obtains finance — 

(rt) for expenses during cultivation, 

{h) (or capital and permanent improvements, and 

(c) for other sp^eial needs, e.g., failnre of monsoon, for land 
rt‘ venue, etc. 

What are the rates of inten^st charged in your district or province in 
respTt of advances, the p<Tiod for which Joans are taken, the nature of 
the security given and accepted (e.g., standing crops, etc.), and other con- 
ditions attaching to the grant of such loans P 

Descrilie the part played in agricultural linanee by Government, the 
ImmTial Bank of India, th<j Joint 8U)ek Banks, Co-operative Banks, the 
Indigenous Banks and Bankers, professional money-lfuidera, inerchantH 
and dealers, and otlyt?r organizations giving credit (e.g., companies trading 
in fertilizers, etc.}. 

Can you give an estimate of the total amount of capital required for 
the various purposes stated above for your district or province P 

State defects, if any, in the present system and the reaaons for the 
existence of such defects. Do you suggest any remedit^s P 

Is there co-ordination among the various credit agencies including 
Government, and ia there scope for improvement in that din^ction P 

2. Describe the present method of marketing principal crops in your 
district or pro vince* 

What in your opinion are the possibilitiai of forming pools and of 
co-operative eflfoH g^erally in marketing produce f 

Describe the credit facilities required for the financing of produeU 
during marketing and the facilities actually existing. 



( ) 


Id regard to such facilities is there any special difference as between 
internal trade and foreign trade ? 

What is the part played by the different classes of banks and bankers 
and merchants and dealers during the process of marketing ? 

What are the existing facilities available to the public, including 
banks and bankers, for internal remittance ? 

State any defects in the existing system and any suggestions for 
improvement. 

Describe the part played by negotiable instrunierlts in the internal 
trade of the? province. 

Have you any suggestions to make for the more extensive use of bills 
(o.g., by reduction of duty on bills) ? 

What are the different classes of hundis current in your part of the 
country P What are the peculiarities of each ? Please give sample 
wording. 

Have yon any suggestions for the amendment of the Negotiable 
Instruments Act by which the public and the bankers handling hundis 
might be better protecte 1 or benefited P 

Are hundis emanating from your locality discounted in your ‘local 
centre or arc? they sent to a provincial centre and discounted there, or 
are they held by middlemen, merchants or commission agents ? 

What diff(?rent kinds of instruments of ownership of goods and 
produce (e.g., railway receipts) and documents are employed for raising 
money during the proa'ss of marketing ? 

Are any difficulties experienced in the use of these instruments and 
have you any suggestions to make wdth a view to removing those 
diflSloulties P 

What in your opinion are the possibilities of operating licensed 
warehouses in India either on the lines of the system which exists in the 
United States of America or otherwise ? 

Do you think there is any need for Government assistance in the 
matter r 

8. In your district what is the value of land per acre for different 
kinds of crops P 

What are the factors affecting such value ? In ^ our reply, please 
distinguish between — 

(а) value of land in Government auction for non-payment of 
revenue, 

(б) value of land in the event of sale by court decree, 

(<?) value of land in purchase by private negotiation, 

4. Is there any legal impediment to mortgage of land and agricultural 
holdings in your province ? Are there any land mortgage hinks or 
agricultural hanks in your province or any other hanks for the provision 
of long-term credit P 

State w’hat you know of their method of work and of raising capital. 

If no such institution exists in the provinoe, suggest the lines on 
whioh such institutions could be estaUished and worked to the advantage 
of the landholders and tenants of your proviuoe* 
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Do you suggest any measures for 

(а) improrement in the record of rights and title of ownership so 
as to simplify inference, and to avoid possibilities of disputes and 
counter-claims by parties other than those who are the clients of the 
Bank, 

( б ) simplification of the process of foreclosure and sale by the 
Mortgage Bank in the event of non-payment, 

(<?; reduction of costa of reference to the record of rights and of 
registration of records and of the process at law so as to reduce the 
burden on the good constituents of the Bank in respect of charges incur- 
red on account of defaulters ? 

Should the working capit:il of the proix> 3 ed Mortgage Bank be 
derived largely from 

(а) deposits, 

( б ) funds from central institutions, or 

(c) debenture bonds ? 

Should debenture bonds carry any Government guarantee either for 
princii>al or interest or for both ? 

If 80, what measures would you suggest to secure Government 
against unnecessary loss P 

On what terms should agrieultural Mortgage Banks raise moneys 
under each of the abovementioned heads, with or without Government 
guarantee, and on what terms should they lend out money so as to cover 
their expenses P 

Please state any other suggestions for the adequate provision of long- 
term credit against sound security. 

5 . In order to devise measures for the increase of credit facilities to 
the agricultural classes it is necessary to reach an estimate as accurate as 
possible of the existing indebtedness of these classes. 

Do you know of any such estimate for a village or a district in your 
province, or for the w hole province ? 

In what manner can such an cBtimatc be obtoined with reasonable 
accuracy P 

In such an estimate please distinguish between — 

(а) the amount of debt with land as security which is in the form 
of a registered mortgage, 

( б ) the amoant of debt which is concealed in the form of a judicial 
sale to circumvent the provisions of Acts such as the Deccan Agricul- 
turists’ Belief Act, 

(c) the amount of debt which is incurred against any other assets, 
such as the village house, ornaments, ploughs and other agricultural 
implements, crops and produce, or debt which is given on uie general 
security of all the assets without a specific pledge. 

Please state wherever possible the purposes for which the debt was 
incurred, such as 

(a) the payment of earlier debts, 

(b) marriage and other social occasions, 

i c) famine and other kinds of distress, 
d) payment of land rerenue, 

e) growth of the debt by compound interest, interest not having 
been paid, 
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(/) seeds and manure, 

(ff) improved agricultural implements, 

(h) sinking of wells and agricultural improvements, 

(t) education of children. 

Please indicate also to whom this debt is largely due and whether 
the creditora are Government, Banks, Co-operative Societies, or indi- 
genous hankers and professional money-lenders. 

State what you know of the rates of interest charged, the methods 
used for calculating it and for enforcing the payment of the debt. 

Do you think a large number of people who are efficient fanners, 
are bt*ing turned into tenants for a period, or tenants at will through 
the process of the enforcement of the old debts and the landed property 
passing on into the hands of creditors ? 

If this process is going on, does it take away from the actual 
cultivator the incentiTe to produce more and in an efficient and better 
manner P 

6. Give some idea of the numlxT of small subsidiary industries allied 

or supplemenbil to agriculture existing in your province, such as rice 
milling, dairy farming, gur making, garde n produce, cotton ginneries, 
sugar refineries, handspinning, etc. * 

Can you suggest methrxls by which any such industries could be 
encouraged and by which the producer might lx‘ enabled to get a Ix'tter 
return for his produce ? , 

Can you suggest any enterprises whi(‘h may give ( mployment to the 
farmer during seasons when he cannot make full use of his time on his 
farm and thus enable him to supplement bis income and to raise his 
standard of living ? 

What would be the best method of securing working capital for such 
enterprises P 

What financial machinery do you suggest for this purpose ? 

6-A. Give some idea of small industries other than those mentioned 
above of w^hich you have personal knowledge, e.g., handloom, weaving, 
fishery, metal, etc., industries. 

To what extent does your reply to question C above apply to these 
industries P 

7, State what you know of the relations that exi^t be‘tween the co- 
operative banks and the other hanks in the country, namedy, the Imperial 
ironk of India, the Joint Stock hanks and the indigenous banks. 

Describe any existing difficulties in the matter of finance in the case 
of oo-operative societies both in regard to short and long terra capital. 

Can you give an estimate of the amount of extra capital required for 
financing co-operative movement in your district or province P 

Is there any competition in your district or province between the co- 
operative banks and Joint Stock banks P 

If so, to what extent and in what directioiji!# 

Have you any views regarding the possi^ity and desirability of 
granting financial concessions in order stimulate the growth of the 
QO-nperative movement (e.g., by extengkM of special exemption from 
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inoome*tax to genuine co-operative sooietioa, inoloaion of debentures 
issued by provincial co-operative banks in the list of trustee seouritiesi 
etc.). 


II. — Indigenous hanking. 

(N'ote ^ — By indigenous banking is meant all banks and bankers 
other than the Imperial Bank of India, the exchange banks, Joint Stock 
l>anks and Co-operative banks. It includes any individual or private 
firm receiving deposits and dealing in hundis or lending money.) 

1. State what yon know of the functions of the indigenous bank or 
banker in your district or province, enumerating all kinds of business the 
bank or banker transacts ? 

2 How end to what extent does an indigenous bank or banker in 
your district or province assist in financing agriculture, trade and 
industry ? 

3. State what you know of the organization of the indigenous 
banking sysbun in your district or province with regard to — 

(a) the amount of capital invested, 

(A) the volume of their business, 

, (r) their expenses, and 

(d) the relations between one indigenous bink and another and 
between indigenous banks and other banks in the eoiintrr, viz., the 
Imperial Bank of India, the Joint Stock banks and the Co-o]H‘rativc 
banks. i 

4. State whut you know of the various forms of hundis and other 
en'dit instnunents used by the indigenous banks and b inkers and the 
extent of their use. Give sample copies of any of the hundis, promissory 
notes, deposit n^ceipts, etc., ust'd in your locality. 

5. State what you know of the indigjmous bankers’ methods of 
granting loans and allowing cash credits and the terms and nature of 
these loans and cash credits. 

What arc the means by which the indigenous banks and bankers 
provide themselves with funds Uy meet their demands ? 

What are the rates of interest allowed on various kinds of deposits 
received by them ? 

6. What are the rates of interest either in money or in kind which 
the agricultural community has to pay at present to the indigenous 
banker P 

In what manner do you suggest these rates could be brought down 
by better organization ? 

Would the reduction of such rates confer great benefit on the 
agricultural community and increase its resources thereby leading either 
to an improvement in the standard of living or enabling them to spend 
more on agricultural improvements, better agricultnral implements, etc. P 

7. Is there a preiu4ice in your locality against the indigenous 

bankers ? ^ ' 

Are these bankers sdBoiently protected in law ? 

Is there any legal ox ofE^ facility which can be extended to them P 
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Are the dealingi of this class of baBkers with their olientele oonduoted 
OB soand lines V 

If not, indicate the existing defects, making snggestions tor 
remedying them. 

8. Would you suggest any means of making this class of bankers 
more serviceable to the community ? 

Could you suggest any means by which the indigenous banking 
system in India could be improved and consolidated P 

Do you recommend any special facilities to be given to this class for 
this purpose P 

What do you think would be the attitude of the indigeuous banking 
community towards the introduction of any measures for regulating 
their operations and for giving publicity to the same P 

9 After making allowance for the legal expenses, management 
charges, losses through default and losses through foreclosure, can you 
give an idea of the net return to the indigenous banks and bankers on 
their capital P 

10. Please state whether the indigenous banks and bankers are able 
to meet all demands for aceonimodation or whether they are obliged to 
refuse any either on account of the unacceptable nature of the 8ec\irity 
offered or owing to insufficiency of their working capital ? 

11. How in your opinion should the indigenous banking system be 
linked with the central money market and provincial capitalaP 

Would you suggest the establishment of a l>ranch of a Joint Stock 
liank, or a branch of a Central Reserve Bank, or a local bank with local 
directorate, in each district with w^hich the indigenous banking system 
may be connected ? 

In what manner could such a bank inspire the confidence of the 
indigenous bankers and be able to utilize the local knowledge and 
experience of the latter P 

How is the competition of such a bank wuth the indigenous bankers 
to be avoided ? 

12. Do you think there is a large amount of money in the districts 
in the hands of indigenous bankers which does not find employment 
throughout the year P 

Do you think that owing to this cause any large amount of money is 
flowing to the provincial capital either for long or for short periods r 

Do you think any kind of improvement in the organisation of lending 
or borrowing can be made by which these funds instead of flowing to 
the provincial capitals would find remunerative employment in the 
districts and thereby benefit the districts P 

III. — Investment habit and attraction cf capitaU 

1. What are the existing banking resources in the province P 

Can you state the amount of additional capital, if any, required P 

What are the means or institutiong in existence for encouraging 
savings and investment habit f ^ 
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Are the public providrd with full fueiliticg fer the investment of their 
Mvinga ? 

Can the exiating faeilitie^j Ih' impm^fni in anv way or e'Xttnided in the 
gmaller interior places P 

Can you give any uw fiil information in regarvt to the habits of the 
people of India to invest in silver and g(»ld ? 

2. Are Postal Cash Certifioates jx)pnlar in your distriot or province 
and can any steps be taken to inereasc their p<»pnlarity P 

Do present interest rates of Cash Certificates reqnire revision and do 
existing terms of issue in any way nernl change P 

Do Savings Banks afford all possible facilitu^ to the public ? 

What classes of population resort to such fr>rms of in\eHtnif*nt ? 

Can anything l>c done to attract othir clasw's P 

Ha^e you anything to say i*egarding the alleged competition of 
Government with banking institutions and bankers in regard to deposits 
b\ their attractive rat<*s on Postal Cash Certificates and Trt*asiirv Bills P 

8. State the existing fnciiities for purchase and sale of Government 
seenrities afforded by <io\ cnmicnt, the Imp rial Bank of India and other 
lianks. Are you in fa\our of granting any Hp*oial facilities U) the small 
agriculturists and the sinall investors of thf (‘oiintrv to take up some form 
of Government securitv ? If so, state \%liat special facilities you 
rfwmmend, 

Htate the t xisting facilities for purchase* and sah* of securities other 
than Government securities, affonlcd by the \nriou8 fluauciBl agencies. 

Can you indicatf* <‘learly the habits of various groups of p<*o})lc in 
vour district or province \%ith reference to moneys which come into their 
hands by sale of prodiitN* or through any other cause P Where do they 
keep this mom y and ff)r what purposes and in what manner do they 
use it ? 

Do the farmers lend to Mlow agriculturists and on what terms P 
How do they invest surplus money in a prosperous year P Give any 
information you can regarding the amount, growth and distributioi\ of 
capital among the indig^uions population 

4. State what you know’ about the growth of cheque-habit. 

What has becn,the effect of the abolition of stamp duty on cheques P 

What classes of population use cheques ? Have you any suggestions 
to make for farther promoting the cheque-habit (e.p., payment of 
Government servants and bank employees above Rs. 100 by cheques) ? 

Have you any suggestions to make regarding the use of vernacular 
soripts in baukiiig P 

6. Do you support the view that the banking and investment habit 
in India is of very slow growth ? 

If so, to what canses do you attribute it P 

Have you any suggestions to make regarding the various possible 
means of educating the people of the country to invest their savings in 
productive undertakings (e g.^ propaganda by Government in regard to 
Government loans for capital expenditure, etc.) P 

As far as yon know, what has been the result of the opening of new 
ImiBolieB in recent years by ttte Imperial Banktof India P 

c 
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VI , 

LHtrr from V, K. AiiAVAMtDHA Avyangah, Esc|., c.i,b., OHic^r on 
Special duty, Government of India, Finance Department, to the 
CnainnaTi of all Provincial Banking Knqiiirv Committeea, dated 
Simla, the 23rd July 1929, No. D /900-F. 

[Suhjeci^ — Stamp duty on Billa of Exchange,] 

I am directed to forwanl h# rewith a copy of memorandum which 
htt« been prepared in this I>u)artinent on the subject of reduction or 
abolition of the stamp duty cn Bills of Exchange. The question of 
increasing the popularity of hills has hum includetl in th'* questionnaire 
of the Provincial BankiTig Enquiry (^unmitters arid the memorandum 
now forwarded summarizes th^* various ])f)iuts that require examination 
in* connexion with any proposal for n-duetion or al>olirion of the duty. 
I am to suggest that the question in ))aragra])h 7 of the memorandum 
may be carefully examined by your Committee. 

Mkmokakdum 

Und<*r item 13 of Hehedule J of the Jiidian 8tnmp Act, Bills of 
Exchange including hundis are liable to stamp duty as I'ollows : — 

(a) Where pa \ able on demand— A' 

(/>) Where pavnbli' otherwise than on demand but not more than 
one year after date or sight (/vV/e statement on ]>}vge» 407 of Mr. 
Don ogh ’s Indian Sta m p A e t ) . 

(c) Where payable at more than one y»*ar alter date or sight — 
(stamp duty as on bonds which varies from province to province) (tyir/e 
statement on page 411 of the saiiif* book). 

2. It has been pointed out by th(' Indiati Chombf-rof Commerce' that 
the alKive scab? of duty has always been regarded as high by the 
coinmeitjial public and that the progress of banking fjn sound lines is 
retarded in India by tlu' above duty. Self-liquidating Bills of Exchange 
and hundis drawn against goods in tlie last stages ot prcKluetion or on 
their way to market are a bank « J< gitimate iiivf Ktrnent and with 
a propu’ dist'oant market are the quickest asse ts of a bank. The 
abs/^ncf' of such bills in any banking system makes really safe banking 
impossible, for a bank in such eirenmstances is led to invest ila deposits 
in other comin(*rcial paj)er whi('h is unsafe and unsaleable. 1’he Indian 
Chamber of Commerce, Calcutta, has further pointed out that the rate 
of duty of Jia. 9 per Bs. 19,090 is nearly doub le the duty prevailing in 
England wid has therefore if commended tliat the Government of India 
should consider the question of reduction of thf* duty by at least 50 per 
cent Baaing their suggestion on paragra[>h 116 of the Beport of the 
Hilton Young Commission, the Indian Mi rchants Chamber, Bombay, 
have gone to the length of suggesting that the duty should be altogether 
iibolished. 

^3. The Government of India have themselves experienced some 
difficulty in the working of their eunency system on account of the 
existence of the above high rates of stamp duty on Bills of Exchange 
including hundis. Under section 20 otthe Indian Paper Currency Act 
the Government can issue emergency currency^ to the extent of 12 crores 
of rupees against internal Bills of Exchange. This emergency currency 
is intended to meet the seasonal demand for the financing of crops. 
Merchants, manufacturers and tmders in India at present finance 
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theni8elve« by nii Aiig of a of ea«h riTdib? or by ihf advance of 

money on drmaiid promisitory notv!* with collateral aeeuiity wher^' 
TieccBaary, the «tam}> duty on anch pi'omiaaory noti a being only a fixenl 
amount of iuuias four when the amount or value of the note ia Jlujxn^a 
10,000 or abov»\ Wh^ n, tb refon*, trade d<‘mnnd in India necessitates 
the expansion of currency, the Imperial Bank of India has to induct' 
the borrowers to convert a portion of their ('ash credit advanc(*« into 
bills, and the Imperial Bank has bt t n constrained to pay th«' stamp 
duty on such bills its(*lf. The (Tovernment of India have tenijiorarily 
got over this diflBeulty by allowing the Bank to ib‘du(*t its actual 
exjKMises on stamps affixed to thes»‘ manufaetured bilks from the 
interest payable on the emergmey eurnuiey issued against these bills 
hut the bank itself has beni feeling that the ))roocdun‘ is, at turn's, not 
consistent with its position and dignity. 

4. It has been pointeil out by tin* Indian tdianil>ei of i^omun n^e 
that the high duty on bills has led the ('onunt reial puMie to evadt' it 
by substituting bills payable (»n demand in place of tinn* bills or usance 
bills cotipled with n verbal u nderslanding betweiu th(' parties contM'rncd 
as to tile period lor whic'h atromniodation woiiM be granted. 4'his 
practice, it is alleged, exposes the debtor to «(‘riouH risks and makes 
the •creditor, who normally C(ruj)ies a jiosition of advantage, gain 
finther ground over the d.-blor. 

f>. In connexion w-itli anv pr(»posals lor the reduction or abolition of 
duty on Bids of T'xchange, it has to be eonsiderril whether any difference 
should be iViade between Bills of Exchange payable not more than one 
year after date or sight and bills jmyablc at more than oiio year after 
date or sight. If th«- object of tin* proposed mcasan' is to encourage the 
bill habit with a \ iew to promote ibo d(‘Velopm(’nt of hanking it appears 
that Bills of b]xelmngo jmyable at more than one year after date may be 
exciuded from tin* benefit of the proposed reduttion or abolition of 
duty, as such bills will not probably hr- drawn against gotsls in the last 
stages of production or on their way to market and will n^t therefore be 
self-liquidating. It is moreover not elear whether Hills of b]xehange 
for a ixTiod of more than (me year are eommon, and whether tin' eom- 
nn rcial community attach any imjxutance to such bills, from the point 
of vi(*w of stamp duty. 

6. Finally the relations of th(‘ (dovernnn nt of India with thf? local 
Governments in ^lis matter have to be t'onsidered. ‘‘ Non-jndicial 
stamjkj ’’ is a provin(.‘ial subject but under tin* Devolution liiiles, th(; 
right of legislation has bi ( ii resf rved to the Indian Legislature. If the 
Government of India were to legislate for the aboliticm or n'duotion of 
the stamp duty on bills, the lfK*al GovernmentH would immediately bo 
facid with a loss of revdme. Some local Governments arc on this 
account opposed to either a paitial or wholesale remission of the duty. 

7. The questions which the Banking Enquiry GWimittee will hare 
to examine are therefore — 

(a) Should the duty on Bills of Exchange payable (»therw’is(; than 
on demand be abolished or reduced? If it should be reduced, to what 
extent is reduction r» eoimneiub d ? 

(/i) Should an\ distinction 1m* made lM*tween Bills of Exchange 
payable not more than oic^ year after date or sight and those payable at 
more than one year after dat( or sight ? 
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(r) 'What, in actual practice, are the different perinda for which 
commercial Billa of Exchange are drawn and for what purjmea ^ Are 
Bills of Exchange payable at more than one year after date or sight 
common and for what purpo»t*s are they used ? 

{(/) Will the alxilition or reduction of the duty on Bills of 
Exchange affect the duty 6u l)onds which at present is the same as that 
on Bills of Exchange payable at more than one year after date or 
sight ? 

(e) What will be the loss of ruvt nuc involved in any ffxujmiaeiida- 
tions of tht' Committee and what suggtistions are made to meet that 
loss ? 

VII 

Letter from V. K* Akava^udha Avvangak, hlsq., c.i.E., Secretary, 
Indian Central Banking Enquiry Committee, to all Chairmen of 
Provincial Banking Enquirv Committees, dated Simla, the 3l8t 
August 1929, No. 272. 

[ iSuA^er/ ; — Provincial Questionnaire.] 

1 am diieeted to say that at tin? pivlimrnary meeting of the Indian 
Central Banking Enquiry Committee held in Jum- last a sub-committee 
WHS a]>poiuted to deal with the question of the financing (jf foreign 
trade of India. This 8ub-eominitt( e met in Calcutta on the 2ist 
August 1929 and it W'as decided that the financing of imjxuls and 
exports should be considered at all the various stages, vi^. — 

(i) Ju th(' (jasr* of imj)orts 

\a) from the nmiuifaetiirer to the exp(»rting ports abroad, 

{h) from the exporting jKirts abroad to the imjDorting 2)orts in 

India, 

(e) from the importing j)orts in India to the distributing 
centres such as Amritsar, Delhi, Cawnpore, « te., and 

(t/) from the distributing eentns to the eons imers. 

(ii) In regard to ex^xuls 

(ci) from the village to the mandi, 

(/>) from thr* mandi to the exporting ports in India, and 
(e) from the exputing ports in India to tht‘ fon ign imjxjrting 
countries. 

It was ftdt that the question of financing of forggn trade during 
stages (i) (e) and {d) and (ii) (a) and (^f) fell within the purview of the 
provincial enquirv and it was accordingly decided that a circular letter 
should bf' sent to the Provincial Bajikuig Enquiry Committees to 
enquire into these aspects of the imjxjrt and exj)ort trade of India. 
I am therefore to enclose a list of questions prepared in this connexion 
and I am to request that the Provincial Coinmitt<*e8 may investigate 
these questions also. Borne portion of the ground covered by these 
questions has alnnvdy been lucduded in question 2 under section I 
“ Agricultural Credit and Crt'dit Facilities for small industries ” in the 
standard questionnaire issued to the Provincial Banking Enquiry 
Committees, If the provincial questionnaire has already l^en issued 
or finally settled, it is left to the discretion of the Provincial Commit- 
tei^H either to issue a supplementary questionnaire or to elicit the 
requinnl information during the oral examination of wdtuessi^. 
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Ekclosuhx 
List op Uukstioks. 

I Deseribi* the i>art played by the difife rent elapses of liauks and 
bankers and iiniKnting and exporting itrma in the financing of 
foreign trade of India during the following stages : — 

(а) Kxjxirt tradi* 

(i) from the village to the inandi, 

(ii) from the luandi to the exj>orting ports. 

(б) Imjxut trade 

(i) from the iinixirtiog jx>rts to Iht* distributing centres in 
India, such as Amritsar, Delhi, OawnijH^n*, etc. 

(ii) from the distributing ecutres to the consumer. 

II. What ari‘ the terms on which the finaneing of trade during 
the above stages is done ? Are auv difficulties experienced in eonnexi(»u 
with the above financing and have you any suggestions to make for 
n moving those diffieullies and for improving in any wav the existing 
financial fatalities available for the mov( ment of imported and i xporl- 
able articles f 

III. It has bet n suggested that the grow'tn of pnubu^' in India tlocs 
not get the full value for his produce on account of the sp eniative 
buying and selling activities of firms and eonipanies who d(‘al in the 
export trade and hv the eontrul of prices bv these anti other bodies. 
What an* vour views on this suggt»stion ? Ph'iise sujmhnnent your 
views by any facts and figure.s within y'our knowledge. Ifavt* you any 
observations, to make with a vit'w to ensure a better retuim to the 
growers of 1) rod nee in India? 

VIII 

G.O. Mis. No. 663, Finance, dated 5th September 1929. 

Head — the follow ing papers : — 

G.O. No, 53b, Finance, dabd 26th July 1929. 

Letter from the Government (»f India, Finance De|>artment dat( d the 
10th August 1929, No. I). 39&2-F. 

Order — A’o. 003, Vinance^ dated blh Se^detuhei 1929. 

The. Ic'tter from the Government of India, riiad abovfj, is lor\varde<l 
to the (^hainnan, Madras Provincial Banking Kiujuiry Oonuuittei?, for 
necessary action, 

(By order of the Governor in (Council) 

V. (Jopalakrishna A war, 
Aaftifttani Secretary to Government » 
To the ObVuiiiiiii , Ma fias I’lovinciul Bioikiitg Enquiry Comuiittou. 

Copy to the Devehipiucut Department. 

,, Liw (General) ]>epartiuent. 

Ekclosuhe 

Letter from the (-roTeniaient of ladia, Finance Department dated 
Simla, the 10th Angurt 1929, No. D/3982-F. 

Banking enquiry.] 

I am directed to refer to question 4 under aeotion 1, Agricultural 
Credit and Credit facilities for small induatnea, in the atandard question- 
naire sent with this dfjmrtnieiit letter No. P. 2 (7) F/29, date<i loth 

July 1929, and to suggest that the Provincial Banking Enquiry 
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Committee maj* l)e re<^ueate<l to examine the question of inclusion of 
debontures issued by land mortgage banks in th<- list of trustee securities. 
In question 7 under the same section, the inclusion of debentun*8 issued 
by IVovincial Co-opt*rativ(i Banks in such list has been mentioned and 
tne further suggestion now made is with reference to the recommenda- 
tion made by the lioyal Agricultural Commission in j>aragraph 383 of 
its lle|xjrt, 

IX 

0.0. Mis. No. 3841| Law (General), dated 4th October 1929. 

IIkad— the following: — 

0.0. No. 538, FinancM*^ dated 26th July 1929. 
Onler~-No. 3841 , dated ilk Ocloher 1929 . 

With reference to jiaragraph 2 of 0.0. N(». 538, Finance, dated the 
26th July 1929, th(‘ Madras ProvincMal Banking Enquiry Committee is 
requested to makr- an enquiry into the working of the ITsurious I^oans 
Aet in this Presidf ncv as eontemj>lated in paragraph 365 of the Report 
of the Royal Commission on Agriculture. 

X 

Letter from \'. K. Auavamudha Avvvng vk, Esq,, i.i.k., Officer on 
iSjK'cial duty, 0(>vernmcnt of India, Finanec l)e])ar|,meiit, to the 
Chairmen ol all i'nivincial Banking Enquiry Coiumittces, dated 
Simla, the 5th October 1929, N<». 1) 2595-A. 

[^Subject : — Banking enquiry.] 

1 am dire(t(‘d {o forward herewith a eo]>v of a Bill to amend the 
Negotiable Infctruments Aet, 1881, wffiich was introcluced in the T^*gis- 
lative Assembly on the 2nd September 1929. The further motion to 
refer the Bill to a 8t‘leet t'ommittee was, lunvever, rejeetid by the House 
for nuisoiis which are rdeiTed to bel<>w\ 

2, The object of the Bill was to secure that negotiabli' instruments 
including ehaiues and bills of exchange which are expressed on the face 
of them as draw n to bearer should not in any eireumstances lo.se their 
character as bearer instruments on account of their having been endorsed. 
Th(' nccfssitv for the amendment arose out of a ruling of the Eom)>av 
High Court that iitidtu- section oO of the Negotialde Instruments Aet and 
the Explanation thereto a bearer hill can b.' legally changed to an order 
bill bv endoi'sement. Prior to this ruling the ordinary banking practice 
in India was to treat all negotiable instruments expressed to be payable to 
bearer as negotiable by delivery in all circumstances irre^ctive of any 
endorsenunt that might have li’cn made on them. The Bombay High 
Court’s ruling has made it incumbent on the business community to 
scrutinize all endoraements on bearer docinnents and upon banks to 
scrutinize the endorsements even on hearer cheques. It was pointed out 
by the Associated Ohamlvers of Commerce that this was a great inoon- 
Teuience fe banks tua4 businessmen. 

3. The L«*eal G overnments, the High Courts and various commercial 
bodit's wen- consulted on the subject, of the projxised legislation and the 
replies rect-ived indicated that there was a general desire to protect 
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flirting local praeticca in tbr ease of bnndia hv \vhich iniitriiotionn 
it^garding thr methexi of jvivnirnt are not infretjnrully expreaml on the 
face of tb<*«e d(K'unienta. But the Uankera were all nnanirnoualy agfiiuat 
protecting bv legislatum inKtructioiia n garding jxiyment written, printed 
or impressed on the fat*** of negotiable iostrurnents as the inevitable 
result would, in the ease of eheijues^ be to make ilb'gibb^ not only tile 
amount of the cheque but t ven the name of the drawer anti thus to 
facilitate frauds and forgeru*8. The suggestion was not therefore 
ineluded in the proposed b gislation, 

4. The Government of India thought that, if the b gislation was 
passed, then* would at h ast l>e one type of uegotiabI<‘ inst ruinent which 
would alw^ays remain btan r and would be a great e<mveuien(*e Inith to 
the banking eommunity and the eonnnereial pnblie. No one would be 
eoinjxdled to use sneh an instrnment unless h<’ wantf d to and it would 
still be op»‘n to any one to nsr some other instruments payable to order. 

.5. The discussions in the l^egislative Assembly l*oth during ibis 
session and in the earlier session when tin- Bill was first introduced 
showed that the following objections are enbutaint d by Italian banking 
and eommi'reial opinion to the ])roposed ehangr- in law’ : — 

(i) A hundi or a cheque is a valuabb' ytroperty and the holde r of a 
hunduor a eheque |)ayable t(> bearer should not be dej)rived of bis elf‘- 
mentarv right of ]>iotceting himself against loss of his property by theft 
by making it a ‘ |vtyablo to einb r ' st ourity. It is not fair, siittply for 
the purpose' cd' relieving the Itanks of their onlinary dnlvof le>oking Into 
the* endorse*njenls on the back of tlu' instrmm tets, te> subje'ci the* holder 
of the\se inst rnme-tOs to thr risk of his property being stohui. 

(ii) I r the* law is amended as propose* 1 the holder eef Inatre r che que 
will still be* ahb* to pn»te*et himaedf by ‘ crossing the* cirque*. The^ 
bx'al practice* of e xjeressing instructions regarding the nie ihexl of })ayment 
on the fae*e of hundis acts in tin* same’ way as ‘ e*re>KMlng ’ a e*he qne anel if 
this practice Is not protected, the* safety of a hundi will la* je'opardised. 
Very few Ijanks in the e*onntrv accept vernaenlar signature's em ehe^quejs 
and the system of remitting mone*y by hundis which has grow n np with 
thej usage*, custom and expe rience ed many deswies and wdiieh in present 
eireumstances, is a great eonvenie iiee* to the Imlian ( ^mmie reia) pnblie.* 
for inte rnal remUtanee*, w'ill be npsi't by the proposeel le gislation. 

(iii) Instrume/nts of ere*djt w*ill be* theeroughlv enquired into in 
connexion wnth the banking eiiejeiiry and as a iTsiilt of the* f*n(|nirv the* 
Banking Enquiry Commit te*<^ may make* re'ceernroendatieeris regarding the* 
modifications which are required in the existing forms e>f instruments 
of credit in order to ment the needs of the commercial eonurmnity. The* 
proposed legislation is from this point of view prenuitun*. 

6. 1 am accordingly to request that your C<>mmJtte*e* w ill whe n con- 
sidering the part playe^d by negotiable* instruments in the* internal trade* 
of the country and any suggestions for the amendment of the Negotiable* 
Instruments Act special ly 4 mquin* into the following qu<*stious : — 

(i) Whether with a View' to secure that ne.*gotiabb‘ instruments 
fulfil their proper part in Indian commerce, it is ta^eesaary to create by 
law a type of instrument which being originally drawn payable b) bearer 
will always remain payable to bearer ; 

(ii) whether legislation designed to secure this end should cover 
both cheques and other forms of negotiable instruments like hundis ; 
and 
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(iii) whrthpr in casp such Ipgidation is recoramendpd as 
desirabk, th»‘n* is any need for prc^teetion in the case of hnndU 
analogoug to that providi‘d b? * crossing^ in the case of bearer 
cheques. 

Ekclosorf. 

A Bill further to amend the Negotiable Instruments Act, 1881, 
for a certain purpose. 

Wherkas it is expedient further to amend the Negotiable 
lustrnmeiits Act, 1881, for thcpurjK) 8 e of providing that a negoti- 
able instrument originnlly made payable to bearer shall be negoti- 
able' by delivery notwithstanding that it hits indorsed in full ; 
It is hereby enacted as follows : — 

Hbort title* 1 , This Act may be called the Negotiable Instruments (Amend* 
ment) Act, 1929. 

amendnieiit 2. In snb-seetion ( 1 ) of section 13 of the Negotiable Inst ru- 
AcTxxvi of (hereinafter referred to as the said Act)— 

isei. ('a) for ExphntUion (i) the following Exphmalion shall be 

suljstitnted, namely : — 

“ Exphimiion (i)—A promissory note, bill of exchange, or 
cheque is payable to order which is expnased by the maker o/* 
dntwer thereof to be so yviyable to a particular p rson and which 
does not contain words prohibiting transfer or indiwtting an inten- 
tion that it shall not be transferable and on which the only or last 
indorsement, if any, is an indorsement in full and 

( 6 ) in Exphmt 'on (ii) after the word “ expressed the 
words “ bv the maker or drawer thereof ’’ shall h inserted. 

Amendment 3 . In sub-seotiou (2) of section IG of the said Act, after the 
Aofxxvi of indorse the words of a negntiabli^ instrument payable to 

38M. order shall Ik' inserted. 

Amendment 4 . section 35 of the said Act, after tht* words “ negotiable 
AorxXA^^of ’’ tht‘ words ‘ payable to order ^ shall be inserted. 

ISSl. 

Amendment 5. In section 37 of the said Act, after the w'ords “parties 
of »«rtion 37 , thereto are the words “ in the ease of a promissory note, cheque 
or bill of exchang(‘ payable to order '' shall be inserted. 

Amendment 6. lu section 39 of the mid Act, after the words bill of 

of lejtion 39 , exchange the words “ payable to order shall be inserted. 

Act XX Y1 of 
IBRl. 

Amendment 7. In section 40 of the said Act, after the words “ negotiable 

ot instrument ” the words ‘‘ payable to order ’* shall be inserted. 

Act XX VI of 

1881 . 

AmmdniMit 8. In Bection 41 of the said Aot, after the words “ bill of 
AotKVl of " P}’«We to order and ’’ shall he inserted. 

1881. 

Amondment 9. In the Esslatwiion to section 44 of the said Act, after the 
^ **>word “indorser” and after the word “signers" the words “of 
iMi ^ « promissory note, bill of exchange or cheqne payable to order” 

shall he inserted. 


XXVI 

of 

IWl. 


XXVI 

of 

1881 . 
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10. In section 46 of the said Act in the fourth pamgmidi and in L 

section 47 of the said Act, after the words ** by delivery thereof ” 47 ^ 

the words ** notwithstanding that it has been indorsed** shall be XXVloflSSl. 
added. 


11 . In section 49 of the said Act, after the words ** negotiable 
instriunent ” the words “ originally payable to order and subse- 
quently ” shall be inserted. 

12. In section 60 of the said Act— 

(а) after the words negotiable instrument ’’ the words 
“ payable to order ” shall be inserted ; and 

( б ) in the lllmtraticm for the words “ parable to bearer ” 
the words payable to order shall be substitnted. 

13. In section 61 of the said Act, after the words negotiable 
instrument'* the words payable to order *’ shall be inserted. 

14. In section 52 of the said Act, after the words '‘uegotiablo 
instrument " wherever they occur, the words payable to order '' 
shall be inserted. 


Amsiidinsiit 
of Mofion 49, 
Act XXVI of 
XSSI. 

Ainoodmoni 
of Motion SO. 
Aot XXVI of 
ISSl. 


Amondmont 
of Motion SI, 
Aot XXVI of 
ISSl. 

Amondment 
of Motion S 2 , 
Aot XX VI of 
ISSl. 


15. In section 55 of the said^Aot, after the words ** negotiable Amondmon 
instynment** the words “ originally payable to order** shall be jiorxxv/of 
inserted. llll« 


10 . In section 56 of the said Act for the word ** which ** 
words if payable to order and it *' shall be aubstittited. 


^1)0 Amondmont 
of Motion SS, 
Aot XXVI of 
XSSI. 


17. In seotiou 88 of the said Aot, after the word “ acceptor** the Amendment 
words ** of a bill of exchange " shall bt? in 4 erted, and after the 
words “negotiable instrument ** the words “payable to order** ig^gi, 
shall be inserted. 


STATEMENT OP OBJECTS AND KEA80N8. 

The object of this Bill is to amend the Negotiable Instruments Aot 
1881 {XXVI of 1881), so as to provide that negotiable instruments in- 
cluding cheques and bills of excliange, which are expressed on the face 
of them as drawn to bearer, shall not, in any circumstances, lose their 
character as bearer instruments on account of their having been indorsed. 
*J he necessity for the amendment has arisen out of a ruling by the 
Bombay High Court that under section 50 of the Negotiable Instru- 
ments Actj 1881,* and the Explanation thereto, a bearer bill can b (5 
legally changed to an order bill by endorsement. This makSs it incum- 
bent upon banks and business houses to examine all endorsements upon 
bearer instruments as the character of an instrument, which is payable 
to bearer in the first instance, can be effectively altered by any sul)se- 
quent endorsement, and thus throws considerable extra work and 
responsibility on banks and commercial houses without any compensa- 
tory advantage to their constituents or to the general public. 

Under section 13, Explanation (ii), of the Negotiable Inatromcnts 
Act, a bill indorsed in blank is payable to bearer but under section 49 
of the same Act the holder by writing a direction above the indorser’s 
signature may convert the indorsement in blank into an mdorsement xu 
full. These provisions under which an order bill which beoome 
bearer may be reconverted into an order bill, will be retained. 

Simla, \ GEORGE 80HU8TEB. 

14tt July 1929. J 
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XI 

svFikmimrtknr QvrnnomAim mum Br tHB 

MADRAS PROVINCIAL BANKING ENQUIRY COMMITTEE, 


I. Fossiqk Tram. 

1. Deaoribe the part played bj the diEerent elaeM of banks and 
bankers and importing and exporting firms in the financing of foreign 
trade of India anring the foiling stages ; — 

(a) Export trade — 

(i) Prom the Tillage to the mandi. 

(ii) From the mandi to the exporting ports, 

(b) Import trade— 

(i) Prom the inerting ports to the distributing centres in 
India^ such as Amritsar iWlhi, Oawnpore, etc. 

(H) From the distributing centres to the consumer. 

2. What are the terms on which the financing of trade during the 
aboTe stages is done? Are any difficulties experienced in connexion 
with the above financing and have yon any suggestions to make •for 
removing those difficulties and for improving in any way the existing 
financial facilities availaUe for the movement of imported and exportable 
articles P 

8. It has been suggested that the grower of produce does dot get the 
full value for his produce on account of the speculative buying and 
selling activities of firms and companies who deal in the export trade 
and by the control of prices by these and other bodies. What are your 
views on this suggestion P Please supplement your views by any facts 
and figures within your knowledge. Have you any observations 
to make with a view to ensure a better return to the growers of produce 
in India F 

II, Amrndmekts to the Nsgotiable iKSTRUMEirra Act. 

1, Whether with a view to secure that negotiable instruments fulfil 
their proper part in Indian commerce, it is necessary to create by law a 
type of instruments which being originally drawn payable to bearer will 
always remain payable to bearer. 

2, Whe^^r legislation designed to secure this end should cover both 
cheques and other forms of negotiable instramenls like hundis. 

8. Whether in case such legislation is recommended ae desirable, 
there is any need for protection in the case of hundis analogous to that 
provided by * oroesing ^ in the ease of bearer cheques. 



KAD&A8 FBOTINOIAL BANSDIO ENaBIBt 
COMXITTBS. 


Written eridenoe of H* B. 8O0TT, Bsq.» Bodaikanel* 

(i) 

1 thank you for sending me a copy of the questionnaire relating to banking 
luethods in tJie Madras Presidency. 

1 am intensely iutere$4ted in the material welfare of Indians and 1 belieTO 
that a great deal can lie done to improve and maintain the prospects of all 
classes by co-operation between Imnkers and tlie State by means of hnanco 
of all approved transactions tlirougli the instruinentality of bundis or billa 
of exchange or transfer, of different usances and for small round sums free 
of stamp duty, discountable and redisoountablo at differential rates until 
they reach, if necessary, the ('urrcncy Office through the Imperial Bank 
with several endorsements and then convertible into new ghort-tiine currency 
at some fixed and invariable rate and subject to full rebate on redemption 
prior to due date, also to extension of time in part, by moans of fresh billa 
approvcHl and endorsed by the same chain of banks. 

Tlje control of such essential hnaiice must l)e left to the discretion of 
discounters as to individual iransaciions at the market rate fixed by competi- 
tion and rationed to individual borrow’ers rather than by the prejisure of 
rates, •since the higher the rate the greater the difficulty in paying off the 
debt. 

This mechanism exists to-day in the form of emergency currency but it* 
volume is limited to 12 ororos, the usance of inland bilk to IK) d/st. and 
the rate variable from 6 to H per cent per annum which T consider too 
high a penalty on traders nor do I think the Impioial Bank should he 
ex|>ected to avail itsolf of this com-ession without some small oommisHion for 
its acc^cptaiU'e or guarantee of eligible rediscounte<l bilk ot first-clasH repute. 

The fixed rate chargeable by the Currency office should, I think, l>o not 
more than 4 per cent per annum with an allowance to the Imperial Bank 
of I per cent i>er annum for its endorsement nor should any legal limit lie 
imposed on the issue of such expansion of the currency which reflects goods 
actually sold and available for distribution at prices made possible by such 
automatic expansion and contraction of the sole medium of purcheise in the 
hands of workei-s, i.e., wage earners, through replac'ement <»f prmluction 
sold for money gains. 

The absence of effect on sterling exchange of this evolution in the nature 
of money can lie jirovided for as explaincnl in my various pamphlets on the 
subject. India’s sterling debt should not hinder her progressive trade 
activity but under the pr€»sent dispensation, the inland trade turnover of 
thi.H country is sulK>rdinated to the support of the rate l)ecause of the heavy 
remittances necessary to Ijondon to discharge inU*rest payments and other 
‘home charges’ including dividends on capital in riip«y*K. 

I worked for 20 years in Madras as an exchange and share broker after 
ten years* experience of commerce there and on the coast so that I can 
claim some practical ex|>erienc*e on the suhjeert of finance as opposed to 
hank-credit granted against collateral at fluctuating rates. 

I am of opinion that it is not the proper function of banks to lend 
money either to traders or to Government but to confine their business to 
the finance of trade transactions so far as the parties to each deal are 
reliable and the usances of the bilk offered for discount conform to the 
nature of the goods sold ^ind the value received by the buyer does not 
exceed the market quotation for such goods, prices of which will be steadier 
under my system. 

The command of monev to-day h serving the double purpose of spending 
on needs and lending of surplus funds and although such lending is used 
aa gp^idiiig by Imrrowers yet it lias to be return^ plus interest thereon 
end thus tends to accumulate in the hands of the few to the detriment of 
the many, thus giving rise to lal>our disputes and the domination of money 
power which makes democratic principles worthier in practice. 
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Mmiy of the questiom a^ked can heat be answered by inooine-tax ol&oera 
who get « wider purview of the j*ouree« of indiridital incomes tban can be 
obtained by any one elfse. 

Banking tranJiaetioii^ which in iwoet c'aaes are moiiey-leiidmg in aome 
foriii are carried on in secrecy and therefore hidden no far as poosible from 
public oiiquiry, but bankers themselves mighi welcome the introduction of 
i^ime system of * credit liste’ whereby they could aacertaiu to what extent 
their clients are indebted elsewhere. 

Debt is the curse of India, it cannot be suppressed but if all debts were 
irrecoverable l»y process of law tinier duly registered at time of ccmtrMt 
between the parties concerned and such lists were open for public inspection 
on payment of n small fee, f think the evil might be mitigated. The 
registering officer could refuse to record the contract if he considered the 
terms to be ustirious and baneful. 

As regards your fimt question, I would suggest that existing co-operative 
credit societies should be called co-operative finance societies, that in all 
eases the seller should 1)0 paid by the society not the buyer of neoessitiet 
for purposes of cultivation ; this can he done by means of hundis draini on 

the buyer and ac'cepted by him for |»eriods long enougli to enable him to 

retire such liabilities with the sale-proceeds of his next crop. 

These hundis could either lie purchased outright at face value by the 
co-operative financ*e society or cliscounted for cash. If purchased, 
interest will fall upon the drawee or acceptor. There should be no bill 
stamp duty — vide recommendation of the Royal Commission of 1926. • 

This method is moi*e allied to the supply of goods on credit and is more 
auitable to agriculture; ryots cannot l>e trusted with money, Iheir payments 
could l>i) made by means of promissory notes carrying interest hut if 

negotiable, some time-limit must be mentionetl thereon and the rate of 

interest expresse<l as so much per cent almve the official redis^unt rate at 
the Currency office. 

It is advisable to have such promi.ssory notes or hundis drawn in round 
sums with a minimum of, say, Rs. 100 so that they can he retired as conve- 
nient to the debtor, T would here mention that whenever the Imperial 
Bunk retires a commerriul bill from the Currenev office it has the right te 
demand the return also of its currenev notes duly cancelled and attached 
to the bill wlien dis<‘harged. 

The usance of such hills or pro-notes must be left to the discretion of 
the co-operative fmanee society who is l)est able to judge tlie producers’ 
rerin iremen ts and the life of the supplier in cinestion. 

The co-oiwrative finance society could either sell or rcnliscount these hundis 
or pro-notes with the nearest commercial hank to the full extent of ita 
own credit therewith and this bank in its turn could negotiate them W’ith 
the nearest branch of the Imi>erial Bank within limits. 

The volume of such discount husiiiess would l)e clel^rmined in each case 
hy the cash resources of the seller in the form of de|>osits, share capital and 
investments as disclosed in its quarterly or half-yearly lialance sheet. 

Bankers now consider their loans as assets but this assumption is, I 
Ihink, unwarranted especially sinc^e these loans are not transferable, but 
negotiable hundis and pro-notes niiglit be so considered. 

Banks should not find working capital for agriculture or induatry ; it 
must come from private surpluses or savings as they are usually calM by 
ecoimmists, hut savings at the expense of efficiency ai'c not economic. Those 
who re|rein from f pending numey to-day do so at the expense of o^ra 
who dannot save h^ause they either lend it for interest or inveet it in 
enterprise and therel>y reduce the aggregate of spending power available 
among consumers, the necessaiy’ adjustment has to take the form erf lower 
prices which ina^* involve money losses to pixxiocers. Equilibrium bos been 
mainiatned gradually h^tr tlie steady fall in the purcdiasing power of nKmey 
by means of inflation either hy the acquisition of gold through new lasiiee 
or the action of Governments. 

Loans against collateral are j^rriknous, they tend to enhance the money 
value of such collateral by helping the borrower to stand off mmiiet 
until he can extract hts own price from all needy consumers. 
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Coiiverboiy wLcti pixjthnod iur bale to aietjt teiidet'^^ dcfuuuidt»^ all coda- 
ivral will tthriuk iu luoaex value it forced iuto tifiuidutioii. 

Baiikiuft facilitieb ate regarded hy uriliotlox ecoiiotuixU aa a luetJUod ol 
Doouomiaing the use of mone>' ratlier tlian of creating greaU^r opiHiriuniiy 
to workers for wagee». Under the present system, the greater the vuhiiue 
ol production, the lower becomes the price |>er unit and imr aggregate, 
but under the system i suggest, the volume and quality uf inoditciion will 
tend to balance or approximate the humuii desire for it until the point of 
saturation be i*eachcd w'hen the price will tend to full unless sup^mrted by 
export iu exchange for commodities only pt'oduc'cd abroad. 

The law of supply and demand can be lietier expressed as the law ol 
the supply of goo^ in relation to the monetary demand for them but when 
the volume of money is co-ordinated to the volume and value of marketed 
goods in the hands of merchants, the monetaiy^ demand tends to approxi- 
mate to human needs xvhich arc totally dii»regArded under the orthmiox 
doctrine ol luonoiary economic-s. 

1 strongly disapprove of the rait^ing ol snbMripiitms to niortgugc bunks 
by means of del>eiitures which cnii represent nothing tangible beyond thc' 

f goodwill and material u.vsets of these banks and theso assets in ettse of 
iquidation will Ik* worth little or nothing. There i^ no marketable micurity 
of land tenure* under the ryotwari system nor hhoutd CuvernmeiU iiu'ur any 
liability hy guarantee of any bank'.s liabilities. It is the prime function 
of Govenuiient to find short-term curremey under guarantee from the hanks 
as to repayment plus interest. 

Powerful inone 3 '-lending interests may be opposed to this scheme on the 
plea fhat it w'ould undermine their business hut a little reflwtioii will show' 
that their fears are, ill-foundefl sinc'e they wmiUl Ik* able to incrense their 
operations if sound to an enormous extent and thereby recoufi thomselveK for 
any reduction in the rates now obtainable hv their (lUasi-inonoiMilv of 
or^it. 

Goxx»rnmeiit is the worst offender as regards Inirrowing troin the public* 
and from the bank iKjcaiise it has no alternative method of raising money, 
but when every transaction lioyond those xvhich the bunks can finamx* from 
their own resources, yields to the Kt-ate ptu* (*eiit per annum sue)) 
revenues will grow’ with the natural development of trade and iis present 
indebtedness can Ik? carried by gradtial conversion at lower rules of interest. 

Buoh Government debts are inflationary especially during construction 
so far as the proceeds are spent on public works in coin)K^titiun with other 
capitalist outlay, and the net revenues derived therefrom are questionable 
because they cannot increase the aggregate spending or earning power of 
users of them after collection of the taxes necessary to find the interest 
thereon. 

The policy of our Government seems to 1 h^ smialistic to the exUmt of 
developing the country wdth borrowed funds whereby they plcnlge the credit 
or taxability of the community in order to compete with what should Iki 
private enterprise attended by risk ; it is the function of Governments to 
govern not to enter ^he field of enterprise but when once they have starfcMl 
on auoh policy ttey are forced to continue in order to secure some financial 
return on existliig works. It is in fact the borrowed money spent to-day 
which goes to awdU the spending power of the people on previous vonturc?s. 

Expansion of the currency against ad hoc rupee securities will show a 
fictitious financial profit on all such Government schemes. 

But under the new system I ad«^oc*ato, there will Iw sufficient incluce- 
tnent to private enter^^rise to meet the needs of the public out of individual 
surplus income suliscriptions for schemes which promise steady dividends. 

Any further outlay on such enterprises can bo finipced bj' long-term 
conimitments discountable and rediscountable in new ia0ncy which a*ul cir- 
culate until redeemed by cash (*o)lectod from the users thereof and will 
thus insure a siea^ income to the promoters if their services are nee^l 
by the community. The l>nnks are the final arbiters on sticli occasions. 

In short, it is the prime function of the Btate to lend new money if 
the banks will guarantee its repayment plus some fixed rate of interest 
thereon and not for tlie banks to find the money on the Btato*s guarantee 
cl repayment. This latter is the prevailing view to*day as displayed in 
the Trade Facilities Act. 
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The bank# are quite competent or l>ctter situated to form a sound opinion 
on the prospects of any enterpriso than Cioveniment o^ials. 

The Post oihcii has l)een called in as a Government advertising niediuin 
when it stainjw* our letters with tlie words ‘Support Indian indufttries’ 
but these arc hampered and hindered by the action of Government 
as the largest l>orrower in the money market, whereby surplus funds which 
might venture 'on such enterprises are diveii^ into loans to the State 
with assured incomes and no risk beyond capital depreciation. 

When the first princix>los of sound economics are rccognijBod, the €jom- 
munity can be safely left to work out its own miiterial salvation ; no contr^ 
or interference from Government is needed beyond prompt reliable statisti- 
cal records of the volume of trade and crops for the guidance of the banks 
who may be trusted to limit their clieuts’ o[>erations in the matter of 
acceptances. 

The signs of the times are large amalgamations and groups of producers 
who are forced in self-defence to regulate their selling prices to consumers ; 
also constant lalmur disputes iomcnti^, it is true, by communal teaching but 
based upon u sense of injustice which arises from the maldistribution of 
purchasing power and opportunity under our money capitalist system, the 
want of oj)port unity to find u Inn? market lor their servic-es to otliei*s or 
even to supi)ort themselves by their own efforts. 

(ii) 

My two printed pamphlets ‘State Aided Finance* and ‘The Realm of 
Money* are lor sale at Messis. D. B. Taraporevala Sons & Co.. 190, Hornby 
Road. Fort. Bombay, and by G. A. Nate.sun A’ Co., Madras. • 

My new pamphlet ‘The Rationalization of Money* is still with the 
printers, St. Joseph’s industrial School Press, Trjchiiiox>olv, but the work ia 
nearly iinished alter nine uioiith.s’ delay in sending me the proofs! 

The gist ol my proposals lor .stabilizing sterling exchange at 1^. (kl. per 
rupiH3 is (^1) the ret>eui of section 4 of Act IN' of 1927 whereby the Master 
of the Mint, Bombay, is authorized to receive bar gold and to j>ay for it 
in new currency at Rs. 21‘J-10 per tola fine in lots of not less than 40 tolas 
subject to a small charge for assay. The object and reason of this rei>eal 

is to discourage the* hoarding of gold either by individuals or by Govern- 

ment as reserves, 

(2) Tlic revision of .section 5, to read Hs, 21-8-0 per tola of fiiu‘ gold in 
lieu of Rs. 2l-.’l-i0 as the Ooverumeiit .selling price against legal tender 
currency then destroyed or withdrawn. 'Flus prirx) is arrived at as the 
equivalent of the selling price of the Bank of England plus cost of its ship- 

lucnt to Bombay. The option of the Controller to sell sterling for delivery 

in London an<l <*lauscs 2 and J can be repealed but the miiiiiuuin of 1,065 
tolas cun l>e retaineii. 

1 have suVvinitted these proposals in detail to Alessrs. Premchand, 
Roychand A: Sous, bullion brokers of Bombay, for opinion in rt'ferenc'e to 
the working of their market there in terms of current money but so far 
without reply. 

Sine*© addressing you on 10th instant I have read Mr. ^ C. Jain’s new 
Irook ‘Indigenous Bunking in India* and I am glad to ape^iat he sup{>ort9 
my thcvsis of an * o|»en discxHini market' — vide pages 179-181, He supports 
iny e'en tent ion that “One obvious reason for the difficulty in utilizing the 
facilities thus providcnl is the high rate of interest charged in the emergency 
issue.** 

Mr, MeWatters was quite right in protesting against manufactured bills 
and it is not clear on whom they were <lrawn ; they did not represent any 
transaction atul so were not eligible for rediscount at the Currency Office. 
Sir Nd^'man Murray failed to differentiate lietweeii the cor 3 *ect sequence of 
the issue of iiew^ following trade and the issue of bank credit in 

advance of the latter may gradually liquidate themselvea 

but the risk is greater and the tendency is to supxiort prices against the 
ultimate consniuer. 

The Federal Reserve note system includes trading in Government 6ecu« 
rities and in this matter is, T think, fatuity ; such dealings should not create 
bills eligible for redisc'ount in new money. 

There will be plenty of self-liquidating bundis available wl^n the terma 
imd eouditious of their negotiation are more readily nnderato^. 
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Written eridenee of K.& Sy YOTaAXtDAMkM ATmrsnl, Hoi«»et. 


I ail) di\tix'biicd by a^c. I am now in my Bind year. My memory haa 
grown weak. My hand is shakiiig badly, I eaiiiiot Jully answer your ques* 
tiotinaire. I confine myself tii the essential point. Tii spite of their low 
ratee of interest, the hanks and co-operative societies cannot swallow or 
folly comi>ete with the professional money- leiidei*s. These men charge 
interest at rates ranging from 12 to 34 per cent. Thetr snm^ss is duo to 
the elasticity of their busines.s relations. Agric'ulturisi and others get loans 
from them on personal security or ilie security of landed pro))orty, no matter 
whether the loans are primary or supolemental ones. Banks and oo-o]>erative 
societies woi*k on rigid lines. Generally they advantre loans oiii’o and strictly 
enforce the terms on which they are granted. The borrow^ei; may \fO com- 
pelled to take additional sums to complete the work for which he has gut 
the loan. He cannot get it. The professional money-lender pays additional 
loans a(XM>rding to the needs of the l>or rower. If he happens to a mer- 
chant and the crop for which tlio fii'st loan was taken is sugarcane, tho 
borrower would get the loan on condition of his selling its produce^, via., 
jaggery^ through him. The merchant gets commissions both from the seller 
and the purchaser. With all these ilisadvantages agriculturists ri*soi*t to 
mone^^letiders. 

jP.*S. — f re<(uest that yuu will Ik» kind enough not to summon me for 
giving evidence. My health does not permit my leaving my present station. 



Writtan eridenoe of Mr. C S. BEOWJT, Moiuifor, CMfoliim T«o 

X«iata» CooQoor. 


Ill re»|M>iiM) to your quci&iioittiaire regartliiig buiikiug »ud credit* 

Our cooUob bitberto got heavy advances Irom us without interest, tbk 
estate at only 2U0 acres teit having given out some its. 4,0U0 advances overy 
year the past few years to obtain about 150 coolies. The anumnta were 
advanced on agreement forms under Act I of 1903 now rescinded, and from 
tilts year we are advancing the coolies money on pro-note without interest, 
having given out alxiut Rs. 2,(XK) to obtain alx>ut 90 coolies. I understand 
many estates around here, owing to the risk now involved since we are 
unable to sign agreements with the coolies, have stopped advances altogether 
and the ntaistris who supply laltour are obtaining money from the local 
inarw'aris and other money-lenders paying 18 to 20 per cent interest and 
lending same to the coolies on the same interest, some charging Ke. 1 per 
Ks. 1(X) lueiiftciii, say, 12 per Tlie coolies sei*m to uhtaiii credit 

through their maistris for ri(‘e, etc., and their indebtedness is always verv* 
heavy— -a man earning Us. 15 a month as factory coolie will often be owing 
Its. 100 to Rs. 150 all in all. 

The land mortgage banks, proposeil to l>e established, will not of <^urse 
benefit our (roolies who are all Tatiiils from Coimbatore district, as most 
of them ow'n no land. The Badaga cultivator ow^ns land and some of these 
work for us as coolievS also and on contract works. Those men often have 
their own tea fields soiling the leaf to factories and this is the class who 
would bo most benefited by land mortgage banks in this district* 
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of Mr/ O. W« UAKOm, Xinil^tio 

Thoinigirla 


It k not unwillingnefts to help but want of definite knowledge on my 
part M to the ways in which the Badagas raise ihoney. All I know is that 
after they hare successfully negotiated a loan from the Government Oo* 

r rative Department F) they generally refuse work on estates even at more 
n double their usual pay, for varying ]>eriods, i.e., until their priraie 
credit is again exhausted. 


You say ‘Do you suggest remediesF‘. f do, vie., that a-hen Oovemnient 
lends money it should 1^ for specific purposes and that penalties be imposed 
for inadequate results, or misapplication of the money so lent. 

The fact that a man owes money to Government probably curtails his 
private credit to some extent. 
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Writtw •▼IdanM of J. H. WAP8SAJ11, Maq., Hwglnt IMroolor. 
Ifho Onohterlony Volloj XstofM, Ift<L, Tho ITUgiHo. 


/. — Agricultural credit and credit iacdltiee for Mmall indu$irie$, 

1. A wealthy planter works on his own resources. His less fortunate 
brethren have either to mortgage their estates or hypothecate their oit^ 
to a bank or firm who advances the necessary money for working expenses, 
capital expenditure, etc. The rate of interest varies, but 7 per cent is 
what is usually charged. Private firms also charge a commission of 1| to 
2i per cent on the sale of the erops, whether effected fhrou|^ them or by 
the planter, and they exj>6ct the planter to get his f^uirements of stationery, 
tools and stores, manures, and any other commodities they may be handling, 
from them. 

2. The more influential and inde|>endent planter prefers shipping his 
crops Home, but when tliere is a good local demuTn'd, he avails himself of the 
same by selling a portion of it in the country. We seldom resort to the 
hundi system of piiyment from the buyers. 

3. The value of virgin land may lie estimated as from between Bs. 150 

to Rs. 250 per acre for ooffe<? or tea, and Rs. SO i>er acre or less for waste 
land in this part of the count ly. „ 

4. An agricultural bank worked on economical lines will certainly be 
of great lienefit to the agriculturist who .sometimes has to borrow at a very 
high rate of interest. 

6. Many estates have either Imd to close down or pass into the creditors* 
hands for one reason or another. 

fl. These do not exist hero. 

7. T have no idea. 


f/.* • Indigenous iuinhing, 

I am sorry I am not in a position to answer the fjuestioiis under this 
head. 


I!I dneesiinrnt hnhif mol nttem ( ion of rnjtifid. 

1. Only a branch of the lm|>erinl Bank of India at Ootacamund. There 
are the Government Post Offices on the 4^tates, and the Imperial Bank of 
India at Ootacamund. 

2. It is with the intelligentsia, hut iu»t with the labouring cla.s.se.s. The 
Savings Bank offers every facility to the piihlic. 

3. Moneys derivetl hy the sale of pKnluce is usually retained by the 

lenderK where the c'siaU's have hetui mortgagtHl or hypothecated, or deposited 
in a bank hy those of more inde|)ondent means. • 

4. Cheques are tlu' most popular and convenient wi^* #f transacting 
business. 

5. I hear that nothing hut goo<l has resultcnl hy the opening of new 
branches by the Imfierial Bank of India, in many parts of India. 
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Written erldenee of Diwan BiUindur A. ATBADimAZ 

VUiLAI ATWgikI, XJi., Pireeto r of XndnatriM, XitdrM. 

/. — .i(/riru!inrai creiJit aiul ereftit funltties for samil hulv.^trieM. 

1 find I am concerned with questions 1 (6) and 0 of ti^octiou L 

These ai*e dealt with below. 

Que 9 tio/i 1 {if) — The present stfsteni b]/ which agriculturists obtain finance 
for capital and permanent improremethts. — The perinaneiit improveinenta 
with niiich tlie Industries Department is conceriie<l eot^ist of boring iustaU 
lations. In pinches where inadequacy of water-supply is felt for wet lands 
and in places where there i« scope for cultivation of dry cro^Wi or industrial 
crops on large scale, ryots resort to the sinking of wells to hale out water 
a^itli the help of pumping tiistulluttoiis. Large extents of sugarcane, 
groundnut and cereals of difToreitt kinds aud also |>addy are raisod under 
irrigation wells fitted with pumping installations. These installations are 
generally put up with the help of the industrial engincM'ring staff attached 
to the department. Services are rendere<i almost gratis t^) the agriculturists 
desirous of improving their irrigation resourct's, and loans are granted on 
special and easy terms to help agriculturists in their endeavour to better 
their prosptx'ts. The following statement may give an idea of the extent 
of work done by the engineering staff: — 



1028, 

102f). 

Supervisors 

17 

17 

Mechanics 

as 

50 

Boring inaistris 

... 165 

226 

Hand-boring sets 

•57 

106 

Power drill sets 

0 

20 

To^t engine sets 

... ai 

40 

T<irpedoing sets 

a 

a 

Sugarcane mill 

2 

4 

Xunil>er of borings |>ut down . 

!!! H-ia 

746 

(*ompound installations 

... r)6a 

.507 

Erections 

... lot 

05 

Loan applications disposcil of . 

.50 

47 

Amount sanctioned 

Bs. i.aa.aoo 

Its. 70.000 


These installations are looked afU'r by the engineering staff of the department 
on payment of a cs>in pounding fet^ of Its. 10. This has lietm fixed too low 
purposely with a viea' to help legitimate demand on the part of the agri- 
culturists to get a more efficient supply of water and letter outturn from 
their lands. The terms on whicli loans are granted will he found in the 
Special Ivoun Uules appended *, Since the rules themselves are simple and 
clear, I find it unnecessary to reiHUit them here. 

2. As far as (losslblc. loans arc granUad wherever irrigation by means 
of loan wells promise good result. The amount of the loan is regulated 
with reference to the solvency of the borrower and his capacity to repay 
the loan in instalments from the income of the land. 

That tbo^Jbafis are popular is clear from the figur<»s of the past nine 
years given Wlow r — 

bI. 

1021 12,000 

1022 ... aTOOO 

102;i 46,500 

1024 74,000 

1925 07.300 

1026 .35,000 

1027 411inoo 

1028 ... l,a%300 

1029 70,000 

The amount granted in 1929 is no doubt lesa than the previoun year hut 
nearly double tliat granted In the previous two years. It is clear from the 
figures that the loans are already popular. 


* Printed at pages 240 — 254 infra, 

#2 
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3. Tha only dofoci I can me in tiic workinijE of tbe Biieeial IxMin Rules 
is want of jircimi>titude on the part of the applicante to fnmtsh 
particulars re<|iiisite for the consideratioti of their Joan applications. Uiegr 
are half4ieartc«i in iiie matter of getting the loans sanctioned and in 
executing the w*orks for which it is intended. The industrial engineering 
stoflf has to lie constantly knocking at their door for exp^iting the informa- 
tions called for or for the completion of the woH^s. This is due to want of 
culture and enthusiasm on the part of the agriculturists and this is bound 
to disappear in course of time. 


4. Questiim 6. — The number of small subsidiary industries allied or sni>- 
plemeni to agriculture in this prorince are the following :~- 


Hand-spinning and hand-loom 
weaving. 

Mat-acaving. 

Tape-making. 

Lace work. 

Ilasket-u'caving. 


Dyeing. 
Carpentry, 
iliacksniithy. 
Platter leaver. 
Beehive industry. 


Rioe-inilling and cotton ginning cannot l)e regarded as siilisidiary industries 
to agriculture. Among the industries which may give eniployment to ths 
farmer during the seasonM when he cannot make full use of his time on his 
farm and thus enahle him to supplement his income so as to raise the 
standai*d of living, the following may he pi*omineiitly mentioned : — 

(1) JIandloom rrearim /. — This offers the l^est avocation for the farmer 
during the off-season. He can. with small effort and capital, produce cloth 
sufficient to clothe hiiuhelf and his family meml>ers and also if he is diligent 
enough, to earn a small living. No time need l>o sf>ent in preparing the 
yarn since ready-made yarn is available at cheap rates in all places. Gin- 
ning and spinning mills have ('Oiiie into cxisUmce in such large nuiTil>ers 
as to supply any C|iiatitity of yarn of the refjuired count. All that the 
fanner need undertake is to set up a small haiullcmm in which lie can spend 
his time advantageously both to himself and to his family. This industr>^ 
is at present taught in almost all the industrial schools in the Presidency. 
Girls and lioys are learning this art in increasingly large numliers of late, 
f can quote a nuinlier of institutions where lM>ys and girls are accjujring 
training in this industry. 

(2) Maf’irea ring, —Thin is another industry to which a farmer can 
turn his hand with least effort and minimiiin cx)>ense. He can make mats 
for himself mid also for sale if he i.s mi iiicHiie<l. The kora grass is available 
either gmfh or for a small amount. The fibre required for warp and for 
binding the cnigus can 1 k' ha<l for nothing .since it is .so easy to get aloe 
and to extract fibre from it. 

(3) Tape-mahitig . — This is done with a small <liarka and twisted yarn. 
Little boys are c*upable of muiiiifueturing tapi^ of any breadtli and dura- 
bility. A blind girl in the London Mission B<liool. Krode, is weaving tapes 
as deftly as any lM>y or girl in the institution, 

(4) Ijttie-miihing . — Women ai*c adept in making fine bwe after a little 

praetic'e. I liave sesm luce of complieiiUHl jiaiterns and finish being made 
in large quantities in the Nellore Mission Sehool, 1 bav’e seen middle-aged 
and old women engaged on this work at Tkkndu Indu^jtrml School, 
Chingleput. ^ 

(5) Ii4$si'et^iren%ung, — Basket- weaving either from palmyra leaves or 
front split ImhiiImki. This i.s an industi*y that is done to a nii'ety by women. 
There are several i^uti'es where basket-making is in practice and fetches a 
small return to supplement a family income from agriculture. 

(6) Dyring , — This (‘an also he classed as an industiTr that can be 
ciarrkd during off-season. Almost every hou.se in Madura weavers’ 
quartern has a dyeing vat. 

(7) and hlarl^smithy. — No doubt there are special classes 

demUA^ tq this industry but is not difficult for members of other castes 
ta aoouire a training in this industry, I know of fishermen hamlets giriiig 
up filing and taking to hlacksraithy on a large scale. Some the best 
iron safes are manufactured by the hdiennen at Masulipatam, Similarly, 
earpentry is an industry taken to by almost all classes. No great training 
is necessary^ to learn these arts and the implements cost hut little. 



11 


<8) FhUer imttts . — The niaktiig of platter twrm in place^i where Uie 
{Murticutar leaf utied for the pui|Kr«e ia available can alao be reckoned at» 

of the off-eeaaoti induatruie. Women make platter leavea enough for 
tiietr family use and for sale on a small scale. 

(9) Ikehive industry . — The applianoee requti'od for this industry are 
quite sinipie and the Buperintendent, Y.M.C.A. Rural Reconstruction 
Centre^ Ckninlmiore^ adio is rearing liees in ahoiit TV) lieehives shows that 
in about half a doaeu hives, a ly'ot can easily earn Rk. 100 per season, The 
liest season for the collcctum of honey is lietu'cen January and July, April 
and May Ijeiiig the mouths of ooUec^tion, Fi'otn a hut 1 have iMM^n of 
the industry j»ei*M>tially, it is misy for any ryot to pick up this industry. 

(10) The chief difhculty in the matter of these sinall scale industries 
either as supplementary to agriculture or as independent means of Ii%*e1i- 
hood is a small capital I'CHiuisite for the puri>ose. and facilities for marketing 
the hnishecl goods. It is here that the C\>-o|>eriitive iWuirtment can render 
valuable assistanct*. The co-0(>erntive WK*ieties can heij) the lalMmi-ei-s (o) 
by providing small loans at cheap rates of interest, (h) by purchasing nml 
distributing raw material and supplying the labourers with tools and appli- 
ances lequisito for the handicraftti. (r) l>y arranging for the wile of the 
fuiislied articles. It is difftc'ult no doubt to .stxnire tlic i*eqiiisite standard of 
C]uality and the hoiu*sty in execution on the part of lalmurois. With the 
acivancemeiit of culture and general improvement in odiieation. such defects 
will disapiHjar in course^ of time. A cxim)>]ete tU^rijiiion of the cottage 
industries in vogue in the several parts of the Presidency will be found in 
the final report of the Special OflUcer on cottage industries recently 
published by the Superintendent, Government Press. Madras. 
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Written eridenoe of UMj. O. RAJrOANATHA ATTAVaAB 
Arargal, M.A«« Ifondon Mieeion Higk lloliooi* Oooty* 

l,- Ag lit ultaral ticUit and credit /acUUies Jar sinali indastricM* 

1. The ugnculturtbt generally obtaiu:» hit» hnuiico Ironi the luoney-ienUei' 
ill hi** own vitlage or m the tie iglilKiu ring town. In every village and town 
tiiere are two or more nioney-letiaeni who have ulviayti ready money to lend 
to the agnewltiinht either on cosh credit busts or on i>ro-notes in case ol 
teinuil .sums and on the tnoilgage of lands and valuables for bums above 
lib. ^IK>. Money lor all puriHises is obtained in this luanijer; or there is 
the trade i‘, who is also u broker, who ndvntifos money in beason on condition 
of pro<luce being sold to him or the loan lioing returned in kind. 

Expenses for cultivation are generally found from the latter and thuae 
for capital and permanent improveineiits are secured from jirofessionai 
bow'cars or money-lenders who are preparo<l to lend moneys lor longer i>eriodb 
ol hve years and more on payment ot annual interest. 

Petty loans to meet special needs such us failure of monsoon, land revenue, 
are raisetl from his usual creditors ol either class, repayable at the earliest 
opportunity when a favourable season smiles on him. Tlie .security for these 
loans IS generally a simple pro-note; in some cases, jewels are moiTgaged, 
or tlie loan is treati*d as jiart of old loan, consolidated and freshly secured, 
togetlier with the interest acxruwl. 

Petty loans to meet special needs such as failure of monsoon, land ret’enue, 
the trader so that at tiie time of the harvest he has the first hold on the 
crop and recovers not only the small loans issued for cultivation and special 
needs hut a poit ion ol the long-term loan. Jn many places in this district, 
other ilinerarv lenders have sprung up — ^the ( atiie dealei^ and ciotli 
merchants who sell cattle and cloths on credit to the ryots and recover the 
dues either in one lot or in instalments at ilie time of sale of the Hiuiual 
produt*©. 

It is no surprise therolore that the agriculturist that has had a siiceessful 
year finds at the threshold of hi.'s house as many as six or seven creditoi-s 
each trying to enforce liis full demand, that is, there is the sowcar deiiiaiid- 
iug his interest (he i.s satisfied with the interest for it is exorbitant and 
counts against a (iossihle loss of principal), the village trader that has 
advanced money lor cultivation expenses, tlie cattle dealer that has sold 
him draught and mileh cattle, the cloth merchant who has supplied liiin 
cloths and ready-made shirts and breeches and jackets and the Revenue 
Department for the kist. 

Credit organ izatioii.s such as co-operative banks, joint stock banks and 
the Government Agriculturists Loans Act) have either replac'ed some of 
these professional money-lenders, or added to the number of money-lending 
agencies, the cniiuilativo effect of these being the reduction in the average 
rati» of interest charged by inclividuul money-lende^ or bankers who, 
erstwhile, have l>eon levying as much as 30 to 75 per c^nt per annum. 

I ttin not aware of Imperial Bank or joint stock hanks playing any 
important part in directly providing credit facilities to the agriculturist, 
but co-operative societies have been organize<l in many villages in this 
district, and the professional money-lender has either left the area or become 
extiiiet in a place where the society is well managed. But, owing to the 
appalling illiteracy of the masses in this district and to the want of proper 
manageiuent, these societies are not made the liest and proper use of tow^ards 
finaHtung agriculture. For several reasons money is not obtainable in time 
these organisations and hence a member obtains his needs elsewhere 
and consolidates and gets a loan from the society for discharge of his prior 
debts. It will thus lie se€« Jhat almost all the loans secured through co- 
operative societies are for wseliarge of prior debts and are for periods 
ranging from three to five? years. 

The only other agency that lends money is tlie Government, and a loan 
is hedgetl in by ii*everal conditions, which, together with the abuse of the 
recommending imwers of the village olRc?ers, only ser\'e to discourage one 
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from t>eekitig kind of fiuMaeinl iielp. Govoriimeni kola W bought for im 
ittt oxtronie iicccbbity when in funiino yearn the inone^^leiiden# and other 
credit organimations refuse to afford hnanciat accoiinnodati<m to the default- 
ieg borrower. Lo! It in a busy profitable time for tbe village ofheers. 

in this district, the agricultural impulntiuii alone may requite from lUf) 
to 120 lakhs of rupees for various puri>oses, and tbe llinirict Co-operative 
Hank finances to the extent of abmit 20 lakhs. The I'emaiiting money« it 
will lie seen, should lie obtaiued from individuals, banket's, tradoi's or 
otheru'ise. 

Bo far, the luoney-lcnders and credit organ iaat ions aix* inutuaily exclusive 
of one another and there is absolutely no CH>^rdmuted attempt on the part 
of these agencies to solve the question of ciCH.Iit to the rural impulatiuii, to 
the advantage of the latter; on the other hand, there is comiietition in 
which the rum ot the ryot is iniiniuent. 

If tliere is any agency for credit which is IhiuikI to work lor the existence 
and prosperity ol the agriculturist, it is the co-operative smuety. 'J’ho 
Village co-oiH»rative society should take up the provision of rural cmlit in 
lull and should cater to the dire needs ot the ryot at every stage of his 
lile in the village. Both slioi*t and long-term credit should lie availalilu 
through this organization. The prole.ssional money-lenders should lie linked 
into the movement as depositors satisfied with a reusonahle rate oi inteiost, 
hut not as usunous grabbing The Agriculturists Loans Act should 

lie repealed aiul the money available with Goveinmeut should lie lent to 
C‘0-opcrative btKlies to roach the needy cultivator. 

At •present the handicap t<» the su(*ct^sfiil working ol tlio co-o[ieruti\ c 
insiitutious is want oi proper education ititioiig masoes and hiiiimn inatorinl 
to run the institutions on sound principles. Until such time when the 
people undei*sland the working uinl ituiiiageineiil ol theses institutions, u paid 
agent inspired with the tnu^ amis and ideals ol <M>-oi>tu'atioii should lie 
u[>pomted ioi* every village or group ol villager, to reside in the village, to 
work for the village and do ail that is necessary hy way of propaganda 
among the [leople ut the village. lie must Ikj the distributor of credit and 
the iiei*son to wiiuin every meiidiei of the village should look as his friend, 
philcx>opher and guide. 

« 

2. The i»rmcii»ul crops ol the district, viz., groundnut and coitun, which 
arc exported to foreign countries in large quantities, are mostly secured hy 
middlemen or traders who own factories lor det^riicating or ginning, and 
these ill their turn offer them tor .sale to the exporting agents or companies. 
Between these middlemen owning lactories mid the prtKlucer, there are 
generally one or two local stmkists who liave advanced money in season to 
secure the sale of harvested iniKliue to thein.seUes. Other crops us gingeliy, 
chohuii, pulses and wheat for which demand is generally confined within the 
province are drsposed ol eitlier diriH’tly to the local retail merchants or to 
other districts through agents. The speculation in the case of these crops 
is limited. Large sjieculatioiis are carried on with regard to the cominerciiil 
crops finding sale in foreign countries. 

To avoid large profits going into tho hands of several third iiersoiis, I 
should suggest formation of <s>-opcrtttivo sale societios for each of thes<« 
products on a district basis, so as to deal witli a large volume of busini^s 
and negotiate directly with the purchaser. Here and there have already 
come into existence co-operative loan and sale s<H‘ieties, but even theae on 
^*ount of their restrict^ transact ions cannot avoid the mtddiemeri, thongli 
it may eliminate the local btoi*kists. 

Ah for commodities of internal trade, tliongh it may not )ki profitable to 
have a district organization to deal with tlieni, the provincial organisation 
(consumers^ co-operative scares in Madras) may l#e brought into touc^ with 
tliem, through the medium of Iwal is>.o|K*ra^e^ societien or the iion-cre<lit 
tnapeciorH of the (5o-oi>erativc Peparinuuit, wn^d thus an outlet may 
provided for these local pnwlucts with the minimum iriterferetiee of g»K. 
Iieiweeiis. If the Hiiggested syf>iein of ]>o4»liiig is to w'ork at all, considerable 
capital shonld l»e found to finance the producers both at the time of harve^^ 
ing and during the slack season : that is, money should Iws available for 
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ilw pt^miag nmfdb of the producer by m loftn up to b aorUm 
peroontege of the market value on the pledge of the comiooditiee. 

€ 5 apiial idiould l>e found by raiding idiarea from merabem and attracting 
aea^n depoeita. 

At pre>*ont^ iiioiiey in obtained on marketable fominoditiea Ivy their being 
pledged ill the godowtni of banka situated at a long distance frcnn the place 
of the produccfr or from Irxral merehanbi to aiiom they are sold at rates to be 
determined from the prevailing market rate leas a certain percentage. In 
the feverish rush among the competing purchasers, there is much scope for 
ebeatiiig and speculation which hnally results either in loss to the prwucer 
or in .financial Imnkniptcy to the niiddleman. 

The hanks and bunkers with whom the products are pledged have very 
little risks, they having to gain by the inteiH^i on advances and ilie godown 
rents. Tht* mortgagor has always the risk of fluctuating prices. The failure 
of the firm of C. K. Narayana Ayyer A Hons recently, involving the ruin 
of several families in rural areas, is a telling instance of the risks to ahich 
a prodtici^r is exposed in dealing with middlemen. 

3. Tbt Tulue of iHiid is u« follows : 

Dry«».red soil . . . . 100 p«r acre. 

l)ry.,-.blao1c-ooitotL soil . . l&U to 200 per acre. 

Wet . . . . &00 per acre on aii 

oTertige. 


These rates fue allecteil eon,siflerahly for the ^oi*se, alien the district is 
faced with famine <i>iiditiau8 due to failure of the monsoon for two or three 
years sum^ssively. 

There is generally nut inucli diflerence in these prices, when it is auctioned 
or sold ill exei'Utioii of court d(H:ree or purchased l>y private negotiations. 
There may lie stray cases of wide disparity, but they are not generally 
prevalent. 

4. Not in the case of ryotwiiri lands; but tenants in the enjoyment of 
shroiriyutus or iuuiiis cannot mortgage their holdings ; land for discharged 
sold id's cannot lie iiiui'tgaged. • 

TlieiHJ are no hanks for lotig<teriii cretlit. As a mutter of fact no Jong- 
term credit is available for land improvement or redemption of agricultural 
holdings from debts, ext^ept througli the Agriculturists Loans Act already 
referml to. 

A land mortgage central bank is iii course of format ton, to iinance local 
land iiiortgage Imiiks just coming into existence in scattered parts in the 
proviiu'c. The scheme as adumhruted already by the foreniiiners should take 
effect at oiuje. Loans should be available preferably to middle-cdass laud- 
holdei's to the muxiiuuiu uniount of Us. 5,000 ikm- individual and for a period 
of not less than 20 yeai>». I should discourage all loans on the mortgage 
of small holdings by i>etty patiadurs, as these are in ^le end not profitable 
to the Imrrowei-, with his very narrow income. Small agricultural holdtngii 
aiiould crease to exist and these pattadars slMitild liecoiiie either tenants on 
large estates or take to other professions. 

Cattle insurant should form an integral part of the normal operatioiia 
of a co-o(iertttive laud mortgage Imuk. 

Copies of transfer of pro}>erty and rights should be funiished free of 
cost Ui co-oi>eitttive moitgage banks to facilitate reference and transactions. 

The Co-operative Societies’ Act already contains provisions to recover 
arrears^ of loans by reference to arbitration and execution through the 
Beveiuie ]>epartiueni. and these are sufllcient for the present. 

The workittg i^apital may , insist of all iUeae and should consist lucstly 
of del>entures rcdiM»mahle after a definite term of years, easily negotiable 
and carrying guarantee of the Goveminent as to interest at the stiuuJated 
rate. Government may bo reprosented on the board of manageinent, o# 
oonrstN in minority and m coses of oxirenie mkmBnBgeumat, Bmasuay 
jprocedtire tnay lie reeerved to Govemmeiit. - 
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/; Hie deimitff shoiildl be for long term, not hm timn 10 tbe rmie 

4if interest to be 1 per cent more than on delieninros, and to he txiut|»ounded 
yearly at the debeniare rate. 

The Central Bank loan hlioukl not l»e diarge^l wiUi interest by more 
than i pc^ cent over that charged on dem^it^. The lending rate to tha 
agriculturist should in no case exceed 9 per cent. 

5. Yes ; I hare had snch estimates taken at the time of orgaiviaation of 
a co-operatire societ^f in a village/ a’^heti property siateiiient had to be 
prepaid. These esiitnatee are almost accurate, especially an the pri^spoet-^ 
IV© members expect the whole of their debts to lie met from cooiK'rative 
societies. 

For the village of Kojjepalle. a village three miles from the tahik head- 
quarters, the figure came to ahotti Rs. 10,000. Tliei'e are at»oitt hoiisea 
in this village including dcpreftfanl class jieople. Of tliis sum Rs. 0,1K)0 
was on the mortgage of land and the rmt on pro-iKites. These debts were 
incurred from time to time, for various puriKxa^s. including even drink. 
It is difficult to separate the cHtiiiiHtc for the vaiious purposes. It may* 
hoaever, lie said that mainly they acre for ugriculturaT piiriMises. nnd the 
debts oiK*e incurred a*ere not easily redeemahh* oaung to the small holdings 
and the consequent small returns nnd the high rates of interest which 
sometimes’ rose to 00 |>er cent. 

Tlie debts a-ere all due to one or ta*o private money-lenderH in the neigh- 
bouring town nnd they have sulisequently been taken over by the co-oi>erative 
society. 

Thcj^ money-lenders recover ilie interest and some small instalment of 
principal by having a hold on the annual product* which goes through ihetn 
for sale or by sending agents for prompt c'ollc'ction at the time of dis|>osAl 
of the produce. In many cases tlti'v have some informal Arrangement with 
the local men of influence, sticli ns the village ac'C'Ouniaiit and the village 
magistrate, alio oct as agents to sowcaiN for msairing tlu^se facilities of 
investment iir the village on getting a commiHsion ranging from r> to 10 |>er 
cent on every sum of Rs. 100 lent or realisf*d. 

The cases of efficient farniers turning out as Umnnts are not many in 
this district. Cases there are of Hiuall farmers, heavily indebted, having to 
sell aa’ay their lands and going out to other phu'es, or eking out their 
living in the village hy other means. 

The tenant does not lost* the inctmlive as his iiMsinu* is fixed as a dc^finitc* 
proportion of the total yield. 

6. Tn this district there are small cottage industries such as dairy- 
farming and hand-spinning and cotton and groundnut ginning fuctoric^. 
There is stxii^ for increasing the former cIahh of domestic industries hy 
estahlisliing organisations in each village or group of villages for the market- 
ing of the produc'ts of these industries : «h for tin? latter, there are nt 
present in every large village or for n group of villages factories owiksI hy 
bigger landlords or traders. It would Ik* lK*tU*r if these factoric»N are more 
centrally situated and owned hy a co-o|Knative indiisiriai esmeern, whicdi 
should lie financed hv the Central Bank in season. I should suggest spin- 
ning, stone-hiieaking for road metals and repair and digging of village tanks 
and roaervotrs as subsidiary occupations which could bring in some additional 
income to the farmer during the slack season. 

District hoards and /ffioddor organisations should look to th<^* and 
finance them. 

6-A. Handloom weaving (liotli cotton and wool), bamiKio tattis-iiiaking, 
ahoe-inaking, are some of the other industries largely prevalent in this area. 
The manufacture of woollen rn^ is particularly carried on in south and 
west AnanUpur district, bordering on Mysore State. The people engag^ 
in these fiocupattoiia tnAy lie severaUy grouped and financed snfficiently to 
make t^ir produce marketable, either under the Co-operative gocieties’ Act 
or by ih e Department of Indnairies under provisions for financing (tottage 
indmtriea. 

r. Oo-tqtermtiTB banks are giren facilities of seeurine overdraft arconi- 
■Midation with the Imparial Bank. They bare absolutely no relation with 
the other joint stodi banks and todiesnons banks in the oonntifw, ghort- 
tnrin capita) abme w available for ciM>peraiire sodetiee : Idajiete money 
is nd at ail availaUe. Even in regard to ahort-torm monev, the existence 
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of ovordtii?« in the Horioty, the nmmiinageRieitt, want of right mrt of honiAfi 
maiortal and the limit to the individual and society’s liorrowing power make 
ifu} availatfility of it in time Aonieahat difficult. 

A» WHh already pointed out, an extra capital of alxiut 80 lidcha may be 
required. In thii» district, the co-operative f^ieties are placed in the 
unenviable position of having no compctitora, except private nMHi6y4enderfi 
here and there. Urban bank^i suffer to some extent by the existence of 
nidhis and mutual lienefit nocteties. Tlie same individual securea member-^ 
ship and loans in these urban institutions and liecomes a defaulter rery 
soon. Hencje, many urlmn hanks have large overdue^ very easily. 

No special financial c^onc^essions are necessary at present to the co-operative 
ntovement. which already enjoys concessions in the matter of registration 
and stamp ft^es, awards and exc»etitiori. Only in the case of land inortgafi^ 
lianks proposed to he started, the delientures should have at their haec 
the guarantee of interest by the Government. This would stimulate long^ 
term deposits and the financing of long-term crcnlit. 

//. — Indifirtiaim hhij. 

7. In my opinion, no sfiecial }>rotet*tion is ne(*<*s.sary to this class of hankei*s, 
Tliey can very well take care of themselves ; hut legal enactment is needed 
to prohibit more than a j*easoiiable rate of interest, sny, 2 |>er (sent above 
the market rate or the rate chaigod by the local ('o-operative society. 

IJJ . — JtiVfifttmfnt hahit and nfiniriiov of rof/itnf. 

1. To my knowledge there is enougli capital in tliis province available for 
hanks to conduct their normal banking operations. Large amount of^ioney 
may he r(»(|uired if long-U^rin credit organizations cfune into existemee, aiul 
even this extra capital iruiy easily (‘ome in w*itb ilie financial stability 
guaranteed liehind these cHganizations. No more hanks of Arhnthnot type 
are likely to att»*nct any capital. The educated clas.ses earning monthly 
salaries or large incomes and inorchants generally invest their savings in 
the shape of deposits and share capital in bonks. Even oth<*rs that have 
some money to lav by. who till now’ were in the habit of lending to friends 
and others on mortgage or iiro-noU^s with a view to earn inlc'rest, are now' 
inveHiiitg in hunks at lower mu's of interest owing to the difficulty of siu'li 
loans not returning without resort to civil courts whore the procedure is 
comp1icat4>d and (diarges of rexwory exorhitant. 

T^ifo assuraiu'c companies, provident scH-ieties, the compulsory provident 
fund schemes in institutions in regard to their employees, the rec'urring 
deposit system in nidhis and (‘ 0 -oi>erative banks — all these provide facilities 
for savings and investment (if the savings. Large savings, in (course of 
time, find their inv(«jtinent in the purchase* of lands for agricultural pur- 
|M)ses and houses in big cities which yield good rents. But these apply only 
to the rich and middle (*Uiss population ; the village or agric'ultural popula- 
tion is entirely left untouched. These w'ould rather have their savings, if 
any, oii more lands and cattle, than in banks. 

But there is the general hahit of p(x>ple ilivt'sting a good praportion of 
their savings in tlie unpi-oductive silver and gold wares and jewellery. 
Sometimes money is Imrrowed for the purchase of th^. About a fuurtli 
of oiie^s property could be found in this form, depreciating in value (with 
the risk of lieing altogether lost) year after year, wdiile an investment of 
the same value in a bank w’ould yield interest income. One would hardly 
find a household in India, the head of which earns say Rs. S5 a month, in 
which silver vessels (why even gold vessels) and silver and gold jewellery 
are not seen. The old world habit of this fonn of investment persists even 
t<Hday and |)erhaps the evil is growing greater wdth the tendency to wear 
for perfconal emlielUsliment jewels set with diamonds and precious stones — 
the |»ri^ of which are more fluctuating than gold and silver. 

2, PoSl Office Cash Cei'tificates were once popular and there was a rush 
for these when they were first launched out at fij per cent interest. But 
with the deeieeismg ^re were large witlidrawals in course of time 

to he invested in other institutions w’here higher mien were offered. If fiie 
popolarity is to be increased the interest rate should not be lower than the 
market it would be better to give i per cent more, owiijg 

to ^e long ifclod for money is locked up in tlieee certificates. Rarinks 

l>anks afforiPfteatties only for the official peculation : even here there t« ^ 
need for the increase of the rate of interest from S to 41 per cent. 
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SftiaH S4iviiig.s iimtU* by rtgrictiltiirists aiul .simiH invcstoi*?? of Ui^ 
couutry itiai> be ent'ourjigiMl lo pnrt^ha^e Pinst OflU'C Casib Certifictttes througii 
<!»-Oi>erativ<‘ itislttut luul shoulil in? rtHUx^iruiblo when rijw without ilio 

ryot having to go to the |»o^t At present one has to go to ii |K>«t offiio 

or treajiury far away from one’s village and ft lot of writing work haa to 
he done l>efore any money could l»e invested in (■SovernnuMit IkuuI or with-* 
drawn hy sale of it. J^ine simple pi’oc'edure should l)e available, »o that 
even an illiterate ryot may obtain these Imiids or facilities through the 
eo-operative .society in his village or through the village magistrate. 

Yes; the moneys are generally used in the following ways by the different 
classes : — 

Ryot 

bowcar or uioney-lender. 

Hiddle cluM or thotM 
with an itioome of 
Rt. 40 por month nud 
atx>vd up to Rb. 2(H). 

Richer ol.ts^ or those 
with l^itrge agricul- 
tural incomes. 

There is no regular system of con.servation of money in the hands of a 
rvot. Wedded to old methods of cultivation, with no tendencies to improve 
the yield hy scientific treatment, it is no wonder if his income is compara- 
tively .small, considering liis lahtnir and pains and the^ expeJises involvf^d 
ill agrirultnral operations. Tln^re is practiially no saving ; if any, it is 
invested in the purchase ol ndditionni lands, cattle or houses. 

The liahit of t‘ven tlu» ryot. nowa<lays. to send his male cliildron to towns 
for higher education aiul tlu' consiM|uent numtldy lecnrring I'xpenditure 
involve<l in their education, drain off what little suvingH they could effe<^t : 
instances there are rff such peoph* hecoming lieavily indohted so ns to sell 
their property and h*ave their gornl old village, with tears in their eyes, 
de|)enaing on tlu*ir sons wlio perchance manage to gid some |>etty 
novernrnent jolis tar awav from their own districts. 

4. (iiecjue hahit is at present <onrme<l to trading and salaried classes. 
It IK limited among the latter ; only those that have accounts in Imnkt 
whore siirplus money is depositisl resort to clnHineK. 

To my knowledge it lias iiicreasctl the liahit, tliongh there is scope for 
it. Illiteracy of jusiple stand.s in the way <if use of ch(‘qne.s. The ignorant 
and village populations would not receive cheipies In pavment inonc^vs. 
Tlie s<‘ope tor de<t*it and forgery is another obstacle lo tiie fnr* eirenlation 
ot chwiues. MorcHiver, cheque hmiks <*ost s<niu‘ uifiuev nud then; is soino 
delay and ex|Hms<‘ in ea.sliing it. 

1 should, however, suggest larger use of chcKiues in town ureas where 
there are liairks. Clerks and other eniployee.s heie may he paiil l»y chectues 

and th^e in their turn may make payments to local crediU)i*s and others 

hy the iasiie of rhe<|uea, cashable at the hank. This w'ill increase the ch<»<iue 
habit. 

To those unacquainted with English, local vernacular scripts may l>e 
used in writing u|i chc*qnes. For this purpose* clu^iue hooks slioiild Ik* 
prepar«*d in wripts of the chief veinaculars of the province. 

5. Certainly ; the habit is very slow* and is hound to he «o unless <*0110- 

dence of stability and safety is creatsKl among the investors. There are 

very few fields of jv<»stinent : pi incipally they an* the hanks, joint slcK*k 

eompanies and <*o-o}K*rative swietieK. 

People do not venture to iiive«t in industrial concerns or industrial 
hanks. The few that liar*' si>e( nlated in this direc-tion have hacl their 
c*ortBdenee c*ompletely shaken with the failure of a mimlK:*r of iiidoiitrtal 
companies that Ktarted like muHhroom growth after the report of the 
Industrial Commission, 

Oovemmetii cannot eiicourago the savings of other than large moneyed 
classes to lie invested in their securities iinlehA they are easily ncggitiilble at 
par, if not at a premium and unless the rates of interest atH>j||i least at 
niuH) as those prevailing in the general market. 

3 


Payment of prior debts to hla Mveral oreditors. 
Keloanina to borrower? ur keeping till «ttoh lime then 
it will m most needled. 

Payment of oeremonial or uiuri i tge expenses und pur* 
chuse of jewellery. 

Jnveahnent in b.uiks or purchase of landed property. 
Purchase of jewellery. 
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Written evidence of Bao Bahadur E. S VBirKATABAI 

ATTAB Avargal, B.A., XTeispatam- 


T. — Aori( uUural crf’dii and crfdit facilitiei for small indusirits, 

1. (</) There is not laiuh iiecn] as he always keeps the grain for seed and 
the eultivation expense's which me paid in kind. 

Tn some cnst‘s wliere local labour is not available, coolies from the dry 
tracts of Ttinjore distrii-t <callo<l Ariiinapet cofilies) are requisitioned and 
they are naid in money for which the landholder wjuips himself by hand- 
loans lo<‘ally. 

{h) No f)ermaneiit improvernonts arc generally made by the landhohlers. 
Capital and permanent improvements are made only by landholders who 
can incur the expenditure without >)orrowung. 

(r) From the inofessional money-lender. 

The rate of interest varies from 12 to 15 per cent. In the case of 
large loans it varies from 9 to 12 per cent. Loans without securities are 
given only in tlie caw* of small landholders and that on imniovahle property. 
No loans are given or taken on standing crops or province. 

Neither the rioveriiment nor the Imperial Hank of India or the joint 
stock Imnks help in agi iculturul finance us such : hut joint stock banks give 
loans to agriculturists on joint securities to solvent clientele. Bankers and 
])rofessioiuil inonev-londers grant loans on high rates of interest. 

No comj)any trading in fertilizers give loans ns such or help in financing 
ngricult urists. 

The tofal amount of (apital required cannot bo estimated oven npproxi- 
inuteiy. It may be roughly fixed at Its. 50 lakhs. 

The only remedy is the extension of eo-operativo credit societies for 
villagas or groups of villag(‘s. Tlu* eo-operative erodit societies should grant 
loans on easier terms. 

2. The present inetluKl is sale to the inillownors or to sell it to merchant* 
from other distrii'ts who rail the paddy. 

Groundnnis are pnrfhas<'d hy hrokor.s and middlemen and sold to big 
export hrin.s. 

Dry grains are kept for local <onsuinption and large quantities are not 
available for sah* (suninereially. 

Co-operative effort or pixiling for marketing jiroduee is not necessary 
for this district and will not work well. There is no particular season at 
wdiich the value will rise: noi- is it u fact that at harvest time the value 
of paddy is low. Sometimes the prie«‘ is higher at itn early harvest and it 
is not generally advnntugeou.s to wait for better prii't'.s. 

No criHlit facilities are requircxl for the fuiancing of products. 

I do not think there is any need for Government as.si£tance directly, ao 
far as the district of Tanjore is fx^neerned. 

3. The value of land jmr nere — 

Wet lands in the western portion of the district ranges l>ettreeu 
Its. 2,(X)0 to 1,500 per acre. 

The middle portion fetciies l>etween Rs. 1.500 to 1,000. 

The eastern portion will fetch Rs. 800 to 1,200 per acre. 

Only w'orst lands ai'e jsold in Government auction for arrears of revenue* 
Good lands are never sold for arreai-s of Goveniment revenue. 

Value of land in court sale generally goes at about 60 to 76 per cent of 
the UMial raine, though in the ease of small extents sold in court auction 
the fttU e is realised. 
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Tli« value given alaive is the value of lauds in nureha^ hy private iiogo* 
iiatioti, i.e., Ks. 2,{¥X) to in Tanjore, Kuiuhakoiiam aUci Papanaisaiu 

taluks. Its. l,2tK» to 1.50»> In Nannitain, Mayavaram anil Mannargudi taluks 
and its. 8()() to 1.21X) in Shiyali, Negapatani and Tirutturaippuiidi taluks. 

The above is the valt]^ of paddy lands loininanding river iiTitjjation. 

Dry lands are vatiHKl at Its, 4(10 to diM\ per acre amjrdiiig as it c't>iuinaiuls 
irrigation from tanks and aixonling as it is capable of oiJ-stM.*<ls or other 
dry grains. Saline lands are valued less, 

4. There is no legal iinpeiliinent to mortgage ol hind ami agricultuiut 
holdings. 

There are no lami loortguge banks or agricultural hanks, 

Itevemie |»atla is tl»e lavst record ot rights, 'rhero are, however, Very 
many difficulties in getting the registrv in revenue legistois. especially when 
a portion of «nie survey hehl is translencMl hv .sale or otherwise, as tlio 
Hevefuje Department will not .sulMliviilc easily and will raise irivnhnii 
ohj<*ctions for incasnreincnt and subdivision. • .i 

The propo.sed mortgage Imnk may get it.s capital from deposits, li takeit, 
at 5^ to G per cent. 

1* unds Iroin itoUral institutions may also ( ontiohute to its «’a{>it<ai. 
(iovernnient can issue debenture bonds and should give guaiaiilee lor duo 
payment of interest and capital. 

(jioveruincnt sbovdtl insist on the idming i»l the resmve funds in (iovern- 
ment securities and the liunk should Ik* asketl to have a rc.serve fuinl cspml 
to thun^ capital in the courso ot 20 yours by a sliding scale to bo fixed liy 
Ciovcniment. It nuiy iM'giu from 1 per c<‘nt oi the capital. 

The agricultural bank.s should be asked to lend inuiiev Ironi lj t(; 7i per 
cent. 

o. No estimate is [lossiblc without collection oi .statislits 

in) Loans on mortgages can be ascertained from the Kegist ration oflices 
but .some ot tbein may have be<'ii discharged ainl spCM iul eiujuines are 
lUHX'Ssarv to find out llie amount ol undiscLarged mortgaiii's 
{h) .Not kmmn. >> k • 

(() Not pos.sible to give an accurate <*siiinute ; but tliere aie larg# 
ouistanding.s on jewels and other movable sci urities. 

The purposes tor whiili the <lebts are im uiied are for <o). (b). lyh id), 
and (c) : (/), ((/), {h} and (i) are rare. 

The creditors are largely indigenous bankers and nrofesstoiial nioncv- 
lenders. 

The interest charged varies from it to lo per (ent aecording a.s the person 
IS solvent and period of rei>ayinent. ('oinjanind interest i^ chaiged lor 
long-term loans. 

^ LflUcient iurmeis Si*ll their iunds, IsL’eausc spiM'ial otcasioiis such as mar- 
riage, etc., make them debtors ami often lands |m.s.s into the hands of 
creditors, as they are. unable to repay the loan with interest. 

6. Ric<‘ milling i.s generally in th^ hands of traders and meichunts ami 
are rarely run by agriculturi.sts. There is no dairv farming, garden inodme 
etc., done on a commercial scale. Giir making is done rarely and is eon* 
auuied locally and there is not tiiueli left for sale or for export, bo far as 
thiB district IS <s>nci»riie<l. 

The industries eniiineiated above are not pi»ssible in this district on a 
cximmereial scale. 

far as paddy lands are eom*eriUMl an cdFn ieiit fanner ean have* work 
on Ills farm all the year round and thefe can lie no sfuirc time for him to 
attend to other industries **> stippleinetil his imsime. 

6- A, 1 do not venture any opinion on this' 

7. The growth of efMJimrative iiiovcuuenf is csstuiiial : Imt i^ M^veral 
areas nearly 20 per rent go into li<|uidation early fuid a reiiKUs of 
co-operative .srxdeticrs closes! will show that roallv gCHnl socioiieB not 

• alwayn BUerted and many mtislirootn societies are started more to Bhow in 
the adiiiiiiistration reiHirt the increase tii the starting of suc^ Bocietieir 
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It w not hiii to exempt co-operative societies tioiu income-taXi though 
*uch exemption will htimiiiute the growth. 

//, — Indii/enouB banking. * 

1. Ouij; grunting ol Joans on jewels and on immovable propeily. 

2. PracJticully nil lor agriculture. For trade uud industries the professional 
traders borrow and no agriculturist trades or borrows for purposes of trade; 
nor is there any industry worth the name for Ining linanc'ed for the purpose. 

3. 00 The indigenous banker opens cash cr<»<lit sucouiit.'s with the Imperial 
Uatik and accepts deposit from iiuligciious local residents for a siuall interost 
and lends out at higher interest. The Nattukottai (lietti firms are the 
ehie£ indigenous bunkers of this type. The indigenous banker also Imrrowa 
from joint stcnk bunks for short periotls. No eo-oiKMutive liauk lends to 
an indigenous banker. 

5 . 5. Indigenous bankers grant loans on proinissory-uotes, payable on demand 

* * nut on an oral understanding about the period of repayment. The interest 

alw'ays high. They get deposits for a cheaper rate of interest. The rates 
allowed for deposits ^ary from 0 to /.f |)cr cent. 

No inbrcst i'. paid in kind to tin* indigenous baiikto' in tlii>> district. 

Tile rate varies fioin 12 to 18 per i-eiit. 

Kates can be brought down by la'tter co-operative iiietliods. 

Reduction of rates of interest will prevent the .sale of the holding* and 
the passing ol them into the hands of profe.ssional inoney-lendeiH. • 

Ihdes.s landholders are eilneated and are taiigiit to look after tlieir lands 
themselves instc'ad of leaving them in the hands of lessees and agents, 
there is no possihilil y of agrieultural im))rovements. Standard of living 
has airvwidy heeome high on a<TOunt t»f following VVesUon nieth(Kls of drink 
and food and eolfee and tea liave replaced the simple drink .of ricewater, 
much to the detriment of health of the consumers and their progeny and 
this does not <lepend on tlie increase of the resourees of the agriculturists ; 
for the imreasoil standard of living in luxury has liecome the hnne of tlic 
ryot of the rural aiea. even tliough such standard is iiiaintuined l>y 
obtaining loans. 

7. There is prejudice: hut it cannot he helped. 

They protect themselves sufficiently and are ]»rotected hy law well. 

None so far as I know are ro<iuired to help the indigenous hankers in 
the recovery of their loan>'. 

The dealings are generally conducted on sound line.s. except rare cases 
ill which the illiterate clienUde are cheated hy dishonest Ivankers. 

Not niuny deftwts exist needing huggestioii of remedies. 

• 8. The indigenous hanking eominunity would resent interference or intro- 
duction of measures for the regulating of opciations and for giving 
ptihlieity. The education of the masses is the only •remedy. Means can 
alway.s 1 h* found to escape the regulations even if made. 

10. They are not al)le to meet all ilemands, 

1'hey refuse accommotlntion on l>oth thv giouiuK mentioned in the 
(juestionnaire. 

11. 1 do not ventnre any opinion. 

12. Yes. 

' Ilf. — ltir(\shnenl h'tbit ami atiradion nf nipifaJ. 

1, Tlio banking resources are the joint stixk companies and nidbis and 
eo-o|>erative banks. Also the Imperial Rank of India and its branches. 

Savings Inink.s and fixed depo.sits in banks are the only means of gavingjl. 
Also post ofR (‘0 cash <*ertificates. 

The existing facilities can bo improved in interior places by co-o^>0rative ' 
baiik.s affording facilities for deposits. 
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uiv timde in and gold not lor the aako ot iitvositm^i 

but for adtarnnient. and gohl arttcloi!» afford luoans fur n^ltsing 

itioiieyh a* u last ix>Miurt'e*fliul in liiiu*** of fikituro afford the ineam of living 
too in (vonio anso^, 

2. Puh'tal ^h wriifit'atos aix* |K»|nilar: but the rotes ro<|uiro onhaucotuont 
to the original rates at the time of ilio fii'st iviue of the 

Savings banks afford {mrilities for investment. 

Only small savings in toons are deposited in the savings l>anks. 

Nothing can In^ tn attract other classes. 

Thero is no c‘<jnipetition licdaeeu Ciuvernnient and other Imiikiiig 
institutions. ^ 

d. Tile post offices, the lookers ai Madia> and llie tniperiul iiauk of 
India give facilities lor the purchase ol Ciovernnunt seen jit ies. 

The post offiit's can send Government sinurities nt Its. 100 and multiples 
of Its. 100 for sale to rural agriculturists. Like ptwt oflitt' (ash eertiiieaM J 
they may Ik* issuckI even lor Hs. 10 and niulli|ilc^ ol Us. H). 'J'ln? postf 
office cash ci‘rtificatt*s can be sent through post peons lor sale. ^ 

Kxcept in()ii(*y-k*nder landholders, thei'i* are not many aim lni\e money 
to spare by sale of their prodim'. 

Fanners lend to fellow agriculturists on pro-notes between 9 to 12 per 
cent. The surplus money is invi*sU»d rarely hnt goes to redeem an old 
debt, as many of tlie agriculturists are indebted. 

Indigenous population if they have money to spare from their eurnlng^s 
invest the amount in luirclmse of lands and in the making of orriaineiits. 

i. ('hetpie-haliii is growing. 

The eliect of abolition of stump duty has giNcn an impetus to clietpio- 
hahit. 

Fklucated * peojile us<* clitHjues, 

The suggestion for promoting tlie ehe(pie-liabit may be tri(‘d. X'ernatmlur 
scripts are now being used. 

5. Hanking and investment habit was of slow gr<»wth: but during recent 
seal’s the growth has licen rapid. 

The slow growth was due to want of education and distrust. 

No suggestions to make regarding educating tin? public for investing 
their savings as there aix* not many who can and will invest in prodiJ(;iive 
undertakings, 'I’Iiom^ who are doing nln*ady aic ( apabl(> (»1 know ing what 
the prodmtive undertakings are. Very many so-called oroductive under- 
takings have failed On accsmitt of want of espert knowledge and expert 
eniploytH:*s to inuk«j such nnderlakings a suc-cess, (iovtuiiinent ))ropagandH 
is not likely to l>e ustdul. Government should lake a share or contrihuto 
to the share capital of productive undertakings to induce Kinall agriculturists 
and others to invest their savings in such iindcrtakiiigs. 

The o()eniiig of ijcw* brunches has Ikh*ii of use* couipai'utively ; but the 
banking facilities have not lieen freely iivaibnl of and it in not known whether 
it is duo to the difficnltit*s created by the hank or other cnnsc^H beyond the 
control of the bank. 
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Wiiiton evidence of M B Ry. S. SBIItXVASA ATYA^virgel, 
!• T., M R A S . SecMtarr. irliuanpettai Co-operative 
Bjoildiiiig Society, Lunlted, ^eRore. 


Atjm ult mol rttdil nod ttedii latiitlma for sSioaH 

1 tfc 1. rriif.' iuJIuuing oii.sei'vutiiiiis are Juade as u result ol iieuily lo 
^ears^ exj^erienee in ih(? f(>-()j>era1 ive iiioveineiit u»k 1 tlic difficulties expei'i- 
hy the writer us a latidholder iii tliis district in finding credit 
KccoJiuiiodatiun .) 


i ^ Tlie agriculturist in thi.s district (North Arcot) itM 4 uiri*f» credit for two 
*burj>o.ses : one lor meeting current expenses of cultivation and land 
rByenue and effecting .small permanent improvements and the other for 
the discharge of [irior dehts. As both the needs of the cultivator are inter- 
dependent. it is lU’oposod to deal with the two together. For, if an agency 
iti oaittthlished for providing credit facilities to meet current expenses only, 
the prior debtor wlio is generally a mortgagee gets a prior claim on the 
produce, and the ennent debt be<‘omes unpaid ‘on the dne date. Ninety 
per cent of the ugricultnral population in tins district aie in a state of 
I>or()etual and chronic indel>te(lnes.s. This debt is the accninulatiou •of a 
generation, .sometimes of two or more, and the deht would have originally 
hecn a small one incurred lor a marriago or a funeral, in a time of famine 
or distress or for paying land revenue or effecting an agricultural improve- 
ment. lint on account of heavy rates of interest, the ryot is not able to 
pay tbe interest even and the debt grows by interest and eompoipid interest. 
If an arrangement could be dc^vised by which e\ cry agriculturist could Iwd’*' 
advunccHi this accumulated debt of generations, repayable in easy instal- 
ments extending over a long period, it will certainly benefit tlio agriculturist 
and place ugiiculturc on an efficient and sound basis. There is no agency 
now to relieve (he agriculturist of this accumulated indehttKlnoss, except 
a few joint stock hanks, (’o-oporative hanks relieve tlie agrifulturist of a 
minor portion ot his [irior debts. As far as nieiding the current expenses 
of cultivation, eo-operutive societie.s Jiclp the agriculturist, though not 
promptly. For capital ami [leiinanent improvements Government lends the 
agriculturist on ea.sy terms. The Imperial Hank of India is not helping 
the agricultural classes. I’heie are very few indigenous bank.s in this district 
unless it l»e a Nattukkottai (’hetti from Ghettinad or a Marwari from 
: Northern India whom 1 would prefer to include under the term professional 
money-lender. The agricnltuiist is mainly at the nierev of the professional 
immey-lender who, if he is a local man os oftentimes fic is. has alwavs an 
eye on the property. 

The interest charged by a fs>-operative society is 93j)er (*ent, that by a 
joint slcH'k hank working on the iiidhi .system i.s T-i per cent on all kinds 
of ioan.s. File indigenuu.s hanks and juotessionul inoiiey-ienders usually 
dinrge from It? to 24 per cent per aiiniiin. If the amount is suffieiently 
large ami on the luortgiige of property, one is able to get money at 9 imr 
cent. Mhen a loan is taken on the security of a standing crop, the rate 
of interest is as high as <5 iku- (‘cnt. 


There is no protection to the aKiicuItvirist from the usurious money, 
lender. An nll-Iiulin legislation is iiwes-siiry fixing the maximum rate of 
interest and the total uuiouiit of interret that can a«nie on a loan Unless 
such a. legislation is niulertaken there is every chance of the land nassinc 
from the agrienltun.st into tho liand.s of tiie capitalist a.s it now is. 

The Imiierittl Bank of Tmlin Is not playing any part in agricultural 
finance, fo-operatiye hanks touch only the fringe of agricultural indebted- 
ness and agricnltnritl iietH s. .\s jar as prior dcbb« are «)ms.riie<l. ixiH.iieratir* 
scmieties can ^nd only Hs. l.XK) and the rate of interest is ns high as 
OJ IHM- lent. Therelore. a imddle-elass landholder neither gets the mei^sarv 
amount nor a low rate of interest from a coHiperative society. Further a 
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midential fluaMcation is u»i»i|H far a jwJiwii to4>WiHe a lueiiiber of a 
c-o-oijentitivef jsoctelfjr. T|)is the tHhionted rlassA in^ gettin^j 

<>cMjp©rativ<> crellit to fmtfitec their agricultural oj>eration«. ^ |iu|>ruvenieiit« 
ill the lueili^ls of agririiftuio anif not idirmlurcxl foi* want of lUtmer linunco* 
Home of 4|)^ joint haiik^ji etsiHN'iaHy thoi^ working oit ‘i^hi^ 

syateiu aru^oiiig very good wdHc m jieeuiMiumlatiiig tho^ ni«hHtM?lajfty laiul- 
holder w ith seven yelu-s’ rretli^^ ih^ rate of itit#reKi being fmui SI to 7 J 
per eeiit. Hut such hanks nfe not sufficient in nUinImr. TherefoiT, thei*e 
IS a strong mH>cl for a mortgage iMink oi% agricultural hank in this pinivihoe 
for the provision of long-term credit to agriculturists and Inndholdei's. One 
such hank for eiieH^ Revenue district is .suffif'ieni. A few* land mortgage 
hanks that have l>een started under the ro-ojierative Societies Aef'ltirb not 
doing very useful work. ^ 

The following scheme is suggested. A mortgage hank either on Hi 
co-<^|K*raiivc or joint sUx^k basis should Iw* siartcHl for eacti distrif t. Govci^- 
nient should give a loan to it, the amount being at least three times the 
paid-up share capital. The shares of the hank should not be withdrawable 
but they should l>e placed on the same footing as the shares of the Imperial 

Hank or of any joint-stock hank. Government may raise a special loan Jar 

this pur[»oKe and lend it to these mortgage hanks at a margin of a quarwr 
pi*r cent to meet its working exiienses. Government may insist on adexjuate 
safeguards and su|>onMsion in these hanks. Such hanks will greatly benefit 
the landholders of this province. This scheme will facilitate the rcxlifction 
of interest. Now in co-operative movement, a large percentage of over 4 }>et 
cent is charged towards working expenses. Go-f) pern live hanks do not pay 
tile yei>ositor more* than 51 per (cnt hut the ryot i.s to pay 91 i>er esmt on 
the loans lu* nxeives through a co-operative .society, lii any Rcheme of hank- 
ing a 4 j>er c<*nt profit is too high. A mortgage* hAiik\s rate of interest 

should not exteed 7J |w*r (‘ent. If one hank for each district is startiHl. this 
would lx* pos-sihle. Its working capital should Ik* largely fieri vchI from khaivs, 
flrposit.s an<l loans jroin Gov<*rniiu*nl. An overdraft might he arrnnge<l with 
4'he ln»perial Hank to meet the withdrawal of deposits. In this Kclieme no 
fJbvfo nmcnl gnaiantfs* is iu*<x*.s.sary towards pi im i|>u1 or inU*n*si of the share. 
Those joint-sUxk hanks, working on the ‘iiidhi’ system which lend money 
only on the sfxmrity of lands, are in n flourishing condition. The directorate 
of these mortgage liauks sliould consist of v»t*ople w ith sufficient stake in the 
hank and not Horrowei-s a.s is generally tiie case witli co-operative institu- 
tions. There sliould he a fnll-tiined paid secretary preferably of provincial 
servi<t' for these hanks to <‘nsnre efficient working and continuity of policy. 
If (lovernmcnt really wants to henefit the ugric nlf nrist, it mu.st take n prf>- 
minent part in organizing these nmrtgagc hunks by which the agriculturist 
will he free<l from his prior debts. The rural mortgage debt can he solved 
only by this inetluKl wherein local support and Government help are brought 
together. Int^'rc^st on loans advancefi by Government t^) these hanks can l>a 
fixed at 6 per c<mt and the raif* payable to fh*po«itors l>y thos^* hanks a# 
.5 or *“»} fH*r e<mt. The lending rate of these hank.s should not exceed 7J per 

cfMit. 'J’his will ensure uniform and .simple transactions. * 

There IS no legal impfxliment to mortgage of lands and agricultural 
holdings in tliis district. The register of tithes maintained by the Revenue 
llepartinent ucx*ds improvement. Whenever a change is made by the Revenim 
Departinent, it must l>e made after sufficient notice and when once such a 
change is made, the entry in the Revenue registers should he a sufficient 
title of ow'nen»hip of the land. Whenever the ownership of a land changtxi 
hand, the firospective owner should apply to the Revenue Departmeni for 
a registr>' in liis name and a title-dee<l. All such applications may h© 
published once or twi(*e a year on the notifx* board of the Taluk office, calling 

for objections, if any, from that date. If no ohjection.s arc recjcived^ the 

title-deed should be issued to the api»lieani and tin* entry afx*ordingIy made. 
Tf there li© obie<*tions, the matter should l>e left to cxiurts of law to deci^ 
and the entry mmle after the courts’ decision. Wlmt is desired is that the 
record maintained by the Revenn© Department should l>e legally binding on 
all people^ and the title-deeds issued should give all rights to the owner <>f 
wie lapd.^ If necessary, any laws of the land may Iw suitably amendeB. 
Such A procedure will avoid unnecessary and haraaaitig legislation and will 
place the landholders and the tenants in a contented mnditiou. . Now, 



or hr 1an<l« axe onljjLouco every rewiue setilenient . 

fmee m o^ry flirty yearK^ but ^fioy^ou i^saed time a 

; ^Utry ii^ aJlKretl in the reecjrtK <d the Heveilne ^)e|»artmcnt|. 

land |K?r acre in this disiriet varies from Its. 50^ t« H#. 2,000. 

than dry lands. Lands which can he irrigated 
from d well in drought an* the costliest. ^ Good lands are never allowed 
to i>e sold in Government anetion. In GoVernmeni auction value of land 
is ' practically nil. In sale by court decree value is 25 [ler cent less than 

in sate hy private negotiation. 

#’ 

h 0£« inclehtedness of the agric ultural classes can lie roughly 

put at seven times the land revenue 4if each village. In general, the 
indelrtednc^ss may lx* put at twic-e the dues to a co-operative society in 
^^ilages ^|un*e co-operative scK-ioties exist. 


* Seventy-five per cent of the indebtedness of an agriculturist is with land 
as security by a registered nioiigage and 25 per cent with other assets such 
m villfigo house*, ornaments, et<*., as s<*curity. Tn this district no debt is 
concealed in the form of a judicial sale. As has been already pointed out, 
ft | j ^ debts were originally incurrcxl for marriage and other hocial (xtasions 
orin famine times, l>ut the main part is due to the growth of the debt bj* 
compound interest, interest not being paid on account oi usurious rates. 
Jn idaces where co-operative societies are doing good work half this debt 
^ due to a co-operntivc* sexiety and the other, half to professional monoy- 
ll^clers. A small fraction is due to joint-stock banks. 


The rates of interest on mortgages vary from 0 pc‘r cent to 12 pei^ cent 
per annum. On promissory-notes it varies from 12 to .‘U) per cent per 
annum. I^andod property is certainly passing into the hands of creditors 
and large nnmlier of j)eople who are efficient farmers are being turned 
out. One need only instance the case of minor iao/a.v of village artisans 
and very few of these landholdings are with these artisans now. . 

7. Tnijierial Hank of India allows an overdraft to the Co-operative Central 
Banks. There is no relation between the joint-stexk liank and the co- 
operative society. Imperial Hank f<v»ls shy of supporting a joint-stexk hank, 
(’o-operntive societies find it difficult to get finances for long-term loans. 
They have got more capiiril than nec'cssary for short-term loans. As long 
ns co-operative societies are workcnl under present limitations no c*xtra 
capital is rcxpiired for this movement. Th<*re is no c-oinpetition Ix^tween 
a co-o|)erative hank and a joint-.stock hank. Hut n joint-stock hank worked 
on the nidhi system is doing more useful work in relieving agricultural 
indebtedness than a <*o-opcrative hank. As point4*d out elsewhc*re. a <*o- 
operative society benefits only a small landholder to the extent of Ba. 500 
■tir Ra. 1,000. It d<x*s not benefit the cultivating ryot as very few loans are 
adyanccxl on personal sec'Urity hy co-operative societies. Thus the profes- 
siojnal ieniu*v-lender has his sway over the i ieh and the ])oor alike. Unless 
and tint i I a mortgage hank is organized, there is no salvation to the promis- 
iu|t agriculturist. Tlie function of a co-operative sexietv Khould lie limited 
to finance cultivation expensc*s, domestic needs and sniall mortgage debts 
(within five hundred rupees and repayable in five years) and the other 
mortgage debts should lx* financx'd hv a district mortgage hank. 


77. — 7 n (ftffrnoujt han hi n g . 

UnWs the rate of interest is fixed hy law in indigenous banks they will 
not he of any lx*nefit to the agricultural classe.s. The Nattukkottai Chetti 
has rjtined many a home and clisorganized the peasantry to a large ex^nt. 
There is a .strong prejudiee against this kind of haiikei*8. They are no lietter 
than nrofessional money-lenders. Tt is the agriculturist that iec^uires protec- 
tion fixuu these hankers and not the hankers. Their usual lending rat© is 
Ift per wnt hut their piHvnotes are generally taken at 24 or sdlper cenL 
The courts allow interest at the rates mention Ad in the prchnc^r ^ 

system should not lie tolerated hy any eivilisied Government, lifoii^y l^iever 
lying idle with these bankers. On the other hand, they borrow* from the 
•Imperial Bank and others and carry on their usurious business. * 



* 

///.— jK»WljBrn4%f#rarli#« 

2. Posital canh certififitea arc*^ popular with the educaied mbtnail hut 
ttot yet reaoned the masses. Propaganda work is necemo in J8jiHi^i<aM^ 
The peidkni rate requires revkioti and the original raft nl^|K3 
Ha. 10 can i)o ut»efolly adopted. ^ " 

Sarings bank does not afford all possible facilities. If a s^tem could 
He dcTised by which interest can 1^ allowed on daily iialances, it will give 
better facilities to the public. Barings hank in co-operative and ioint-stock 
hanks are more popular than that of Post Office. There is no comp#ft|^on 
lietween Government and other hanks; the Government rates adb«*i^ ftbre 
attractive for most of the other banks allow the same rate for a 
deposit. C?o-operative hanks give the same rate of 51 per cent even for a 
two years’ deposit. 

5. Fanners generally lend to Ictlou' farmois, the rate of interest i« gene- 
rally 12 per cent. When the lendei is in iichhI, the Imnviaw Inirrows it from 
a professional money-lender »n<l pays the lender funner. 

If a vigorous propaganda is nmde towards Government loans, a larger 
nmoiint will siihsrrihe<i bj* the ngncultnrists. 
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v/ULenot of M.B.Ry. Boo Sobib 8. ■THlBUBBia^ 
Alf'lrAB'OAB Arorgal, B A . Breoideiit, Srirongam Jwtopskars 
Bidm, Ltd., Srirangam- 


If. — I ndif/enous hanhiufj. 

1/ The futictioiiH uf the indigonotiH hank or bunkers in this district are 
Jto obtain funds at low rates of interest and to lend them at higher ratee 
ic the «ub8cril>or8 and others. 

2. Bo far as known, thert^ are the following indigenous banks or bankers 
in this district: — 

; A Nut hi at Brirangain. 

Nidhi at Teiinorc^ 

Vartbaga Sangain at Triebinopoly. 

W Commercial Bank at Woraiynr. 

, Some Nattukkottai Cbettis and some private bankers doing banking 
I|lll6ines.s, 

Tha. two Nidhis are working on more or less the same lines. • Tlioir 
objoois, as stnteil in the Articles ol the Asseniat ion . are — 

U) enable persons to save money; and 

to secure for tlie members of the Nidlii loans at favourable rates of 
iot^tost on the MK’urity of immovable properties, of Government pro-notes, 
on jewels, etc. The capital necessary for the purpose is raised <1) by monthly 
subscriptions from membi»rs for 32 — 4vi — H4 months according to the class of 
shares held by them ; and (2) by deposits from the shareholders and others. 

The private bankers put in their own funds or get funds from the Imperial 
Bank or other hanks. The institutions, including the privuU^ bankers, situ- 
ated as they are in towns, are resorted to by townspeo[>le, con.sisting of 
employe<\s under Government or Uailway or similar body and petty trades- 
man. They do very little in the way of a.ssisti!>g in financing agriculture, 
iMtlk petty trad<*rs are benefited to some extent — indiisti'y is lielped very 
little. The Vartbaga Sangam and the Woraiynr Commercial Bank are perhaps 
helping trade and industry to a larger extent than the »Nidhis. 

3. It has l>eim said above liow capital is obtained. So far as the Srirangam 
Nidhi is eoncerne<l, the followiiig figures will show the volume of business 

. How on hand: — 

ns. 

(n) Deposits ... ... ... ... ... ... ... 70.045 

Subscriptions 1,89,124 

2,59,769 

(h) Loans P.L. 1,27,602 

Temporary loan 1,28,380 

2,55,982 

I#) Expenses per year — 

Interest ... 11,500 

Estahlisliment roughly 3,300 

(d) So far as this Nidhi is roiicerne<l, it is working independently of 
other indigenous banks and has no hnancia) i^elationship with of them. 
However, it invests its surplus funds in current accounts 
Co-operative Bank at Trichinopoly. The other indigenous bank ai^ J^nkirs 
seem to have dealings with Imperial or other joint-stock or co-o^rative 
bankt. 



4. No iiuiuits are in tihc in '(BPxli* U'ojW’ for rtH'oipt 

oi luoiiej^ and inotu'j uiders for |>ayment.oF''iiiaiio> als>o cliCQueii. SiWKi- 

inen ton^ ui tbe^e are attached. 

5. LtStffHT are graiitcHi on the st'C'uritj* of inuuovuhlc 'property/ such as 
houi>ei» or luiidb. ot jewels, of de|KW>it^ in the Nidhi ithA'if. The.sC loalMf ai'C 
repayable witli interest in monthly instalments or nithtn (s*itaiii lived 
periods. UateK of interest allowed on deposit.s ate itj per iSs^nt on eun*ent 
dejK>sits, 3 ^KJf cent and C per u*nt en h\t*il depo.sits and 7\ pei eent on 
swu n t> ifeii^aiis. 

G. It ha.s iHvn ulteudv staUnl lliat the aginnltuial eommuiut> do not 
lorin their clientele, hut, Iroin eiupiiries, it is inulersUMKl that pvivato 
hankeis to whom agi icmltui I'^ts lesort ehaige trom 12 to 18 per tsuit on the 
loans. The>e high rates can In* brought down by the establishment ot binall 
bunks within eas\ reacli ot tlie villagers and b\ giauting seasonal loa9li 
ac’eording to iuHs*vsit> and recovering them during hardest oi other time. 
Perhaps it e<M»|>eiative societies are lornuHl in iiirul areas and they uit^ 
empowered to gue loans on agi leiiitiiral pr<Hluis\ the piodiu^e being taken 
possession ot at tin' time iit the bums and .s<»id at the piojiei time and tlm 
sale-jinHS'eds credited t«»waids thc^ loans, the agiuultinal eominuuity irill 
be iR'iiehlcsI Tin* maiketing should l>e on eo-opeiatixe basis. 

7 'riieu* IS no piejiidiee against iiuiigc'iioiis lumking institution wr 
banket . 1 be N idin at Siirangain lias bevn in existence for tbo lust ?t8 
\eais and the one at Tennon* loi about ball a c-entiii\ As toi busine;^ 
being (sindiKtc'cl on sound lines, we can sax, si» jai as this Nitlbi is eoiK'tU'iiedu 
It is tieing done on sound lines Tin* same* inav be* presumed as Fegardn 
the Teiinore Fund also, jmlgiug hoiii its continued working for so IcMig a 
pel lod as bait a centuix Sot knowing an\ tiling about the olheis, uo can 
xenturc* no opinion 

H The status ot the Nidliis under tin* Indian (^miiianies Aid to 

cpntunein* o*r latliei is net consistent with ceituiii jirox isnms ot the Act 
and the <pn*stion has lieen laised and is uiidei the (‘otisideia tion of tlie 
(»ox eminent ot India us to the nattiie ot the action to be taken. Within 
the lange in which tUe^ aie woiking. tin* Nidbis baxe bc*on doing very 

iisetul woik loi such a long time and their position .should be clearly 
alhrnnHl by lec'ogiiunng under tlie Act tbcir present methods ot work, 

9. The net ictuin can la* set»n from the following figures — 

RM. a/ P. 

ollb iK*i lod fiom 1st Muicb 1927 to dl.st October 1027 ... 5,201 <) .‘1 

•V»tb tioni 1st NovendK'i 1027 to 3()th June 1028 . . 2,574 0 d 

56th ,, fiom 1st July 102H to 28th Febriiaiy 1020 ... I,12J 1 4 

10. We an* able to nn*c*t the demands cd oiir {ln‘ntc*)e with the hinciil 1^ 
our disposal Acc ommodatioii bus in>t U'eii relu,sc*d loi want ol luiids, Imr 
oc'casiunally owing to iiisufhtieiux of the sicunty olferf'd 

11. We hnxe got in our midst enough banks xvitb winch the indigenuua^ 
banka c‘aii link tbein.seixes wlK*n neecs*sitx arisc‘s and tlicic* ih no need for 
the establishment of anx liesli nistitutnm to link them with. 



SBnANGAM /ANOPAKiJt^^KIDHl (UKlTBn). 
CREDIT NOTE. 


Ko. Dat«d 19 « Briraugam* 

P]em EeceWd from 

thaanmolBs* — As. — — Ps - - Rupees^ 


and credit tbe same to the following aoooaiit 

HEAD OF ACCOUNT. 

Bidueiion* 

Paid refund of interest. 

KH. A, P. 


St^Hjturs, 


Bs. 


Triamnr, 


Secretary. 


8BIBANGAM JANOPAKARA, 
NIDH/ (UMITED). j 

Monkt ordes. i 


8BIBANGAM JANOPAKARA NIDHl 
(LIMITED). 

Monet order. 


No. 


Brirangani, 19 


Granted to- 


General No. 


Head of Aoooant. Deduction. 


No. 


Please pay to- 


Srirangam, 19 


General No.- 


the emu of Rs. 


on the following account snhjecl to the deduotiona 
noted below. 


Head of Account 


Deduction. 


NW mmcuMt 


Contente paid" Contents leceived. Net amount 
^ payable Re. 

SHreUtrf, Treaeurer, Seeretarp^ 
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Written eridenoe of GNAK AMUTHTTi Seq B.A.» 1«.T.» 
Secretmrj, '' TAe Woriur Ckunueroiai Benkt Ltd 
TrioUnopoljr. 


With reiurenco to tJio quobtioQuaim circulatt^d to tUo Ituuking t’oiuimiui^, 

I bog to tiubinti iliat tho Woriur Coinmorfittl liunk, Ltd., is an indigonetis 
institution and therofore 1 sliull deal with tho socoiui part ol tlio printod 
matter. 

The objects ot this hank are — 

{a) to enable persons to save money, 

(b) to setnire loans at a favourable rate of interest on the security 
of immovable property, ot jewels, of Government Promissory notes and of 
one or two or more approvable pei*soniil securities, 

(r) and to do all such other things as are incidental or cunducivo W 
the attainment of the above objects. 

CupiiitL 

T4e nominal capital ot the Association is Hs. 4,ri,lKi^S tlivided into d,600 
‘ Ij ' class shares ol Us. 110 each, to be paid in monthly instalments of Jts. 2 
and 952 ‘ A ’ cla>s shares ot Hs. HI each payable in 84 instalments ol lie. 1 
each, and paid-up shares ol 2,,0tK) of Its. 10 each, 5(K) of Us. 50 each #Bd 
ol Us. 100 each, with j»o\ver to increase its caidtal. 

* (^h f i^ihoh Hilt I c Inthgeninm 

1. Tliisi C’oinpany aids its mend>ers to .sa\e mont*\ by monthly hubscription.s 
and, at the expiry of tlie stipulated iieriod, the umount subscribed for, 
with interest at the rate ol one pie per rupee per mensem and any iuoj»or- 
tionuie additional profit accrued till the term: is paid in a lump. 

Loans are also advanccnl on the .shares and atljusUnl at the end of the 
term. Temporary loans are also given on tlie i>aid-up subscription, s, on 
jewels and on immovable property mortgaged lor short periods. 

2. Uyots, traders and women, etc., have inonetary transactions in the 
Bank, as suliscribors, tihareholdeis. depositors or loan-drawers. 

3. (a) The capital is increased from time to time and it is merely nominal. 
The present registered capital is Us. 4,74,9CH. 

{b) and {c) Vide lleport * attachc*d for the 47th period ended iittth 
February 195^1. 

(c/) This bank exists by itself, i.e., independent, suliject to the audit 
of an auditor c:ertiiied by iiie Goveraineut and to the approval of the 
Kogistrar of Joint-stock Companies to whom alterations of rules and resolu* 
lions of the general body of sul>scribers wdth the periodical balauce-uheet| 
etc., are sent. 

4. No bu.siness of a commits ion nature, hundi system, is done by this 
bank. 

5. Deposits arc rcx^eived at the following rates: — 

3i |>er cent on current dcpcrsits, 

5 per cent on depooits for six months, 

6 per cent on dexiosiis for one year. 

0. Guaranteed interests are allowed at 7} per cent on paid-up shales 
and per cent lor term shares. 

Loans are granted on paid-up subscription and on d^osits at He. 0-l(W5 
per 11s. 100, and on jowef mortgages at lie. 0*12«6 per Rs. 100 per mensem 
for and at He. 0-14-7 i>cr lls. 100 per mensem for non-membera* 

•Not printed. 


7. No prejudico of any kind against iudigeuoua bankers. The 

btisiueas couduciod on bound lines regulated by a managing coiuiuittee 
and i>eriodicul meetings ol the general l>ody. The indigenous hanking 
corporations have to pay the office l>eaiei‘i> of the c-oinpany and also the 
ordinary diieciors a remuneration and alsaj the hank has to pay income-tax 
at th(3 rate of He. 0-1-0 j>er rupee to the Government, whde the eo-ojKjrative 
hanks jcneive money at low rate of interest and advance loans aluiobt at 
the same rate as the indigenous banks do. No income-tax is Icvicnl on 
the profits of co-ojHjrativc bunks. 

The employcH^s in co-oiHrrative banks are all paid lilieral halaric*s and 
honoraria and their expenses generally run very high. The loans aro 

aimged to Ih? granted on the worth of the property without doeuinents and 

with free registration. It is hard for indigenous institutions to cope with 
the co-operative hanks, who conduct business even in hinall villages W'ith 
such advantages. It is believed that the loans granted by the co-operative 
banks cannot wholly be recovered unles.s the Government Revenue officers 
interfere and lulopt cooicive measures to collec t the arrears : if the present 
jirivileges are withdrawn, the banks will prove a failure. Loans for long 
periods, say, more than 10 years, is a curse to the posterity in several 
instances. 

:.S» The bunk could be made more serviceable to the community if the 

Government is pleas<'d to lend money at the time of need at 4 per cent i>er 

uuiiuni, which would be returned by annual or half-yearly instalments and 
if the imposition of income-tax on indigenous btiuks is wholly removed. 

0. The net |>rofits are wholly participated by its ineinljers. after having 
set ajiart one-six teeritli of it to the Reserve hand. 

10* Tliis hank is at present able to aceoinmodaU* all demands : in ease 
of pifriessity, the Government must 1 k‘ jireimred to advaiue loans at a lower 
raU. 

11. it is suggested to have a central reserve bank, consisting of a 
giomber to represent eacli banking corporation with a few official members, 
and they must meet at least once a quarter to hear the report and reejuire- 
luents of each company. They must he empowered to advanc*e money as 
in the case of co-operative banks and adjust the liKal demands and 
iiK^mveniencc's. The indigenous bankers should co-operate with the District 
Central Bank. 

12. The indigenous hankers may have on fHca^^ions more money on hand 
during the dull season ; hut generally they are just able to carry on the 
daily transactions. If the central bank is established, anj' surplus money 
may be sent to it, and it might he returned when demanded. 
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Writtea tridmoe of M.B.Ry. KP. RAJ^MANIKKA 
PANDAHAK Arargal, President, Taluk Board* 
Salem* 


I .—Atjriruff ttntl vmtit otnl rrttlif fni ilif irH for nniall imhtxf ri* A. 

1. Tlio agriculturiHts mostly obtain finances (o) for cxpensej^ during 
cultivation fmm professional money-lendei*s on promissory notoH and wken 
largo aiiunints are rec)uir<Hl on mortgage of inimovahle propertu»s with 
interest ranging from 12 to 2t iH»r c'tmt ; mortgage of crops Is very rare; (b) 
for ca|>ital and iHuinanent imprtn emeiibs they aj>ply for State h»uns on the 
mortgage of the lands t*i Ik> iiuprovixl and on other coiluit^ral HM^urities, 
at 6i i>er cent or TJ per ct>nt; if they fail t<> get State loans, they generally 
go to jH*ofessional money-leaders who charge interest at 12 to IB jH'r cent 
accoiding to tlu? circa mstaiKes of the cast'; (r) for other special netHls, 
namely, failure of monsoon, for land revenue, etc., they st'll away the 
protluce reserved for seetls, etc., or Ihmtow from the co-t>perative socieiit^, if 
one existys, or from money-lenders or merchants at iritt'iest varying frtim 
9 per cent to 18 per cent. Generally, the agriculturists do not borrow from 
the lm)>erial Bank of India, the joint-stock banks, the indigenous l)»nks 
and hankei's, etc. The amount of capital that may he n'<|uirecl for the 
various purposes in this district is ahotit 20 lakhs. 

l^der the existing system, many agriculturists have hei'U niinetl by 
borrowing inoiu'v from professional moiU‘y-lenders and others at exorl4lAnt 
rates of interest with the hope that they con hi repay if there is favo«f*i||>le 
monso<m, etc. But thc'se cx|>ectationH aie seldom fulfilhHl with the re^lt 
that they have to sell away their |)roperty to the mortgagor. The remwly 
that suggests to me is that the Government or big (capitalists slionld com# 
forward to help the ry<»ts by giving tliem the run'essary amounts for agri<^ 
cultural purpose's on a (heaper raU* of interest, ranging from 4i\ to Oi |>er 
cent and witli long terms for their repayment. In order to safeguard the 
inU'rests of the capitalists, it .should also he mad(^ a condition uo(H»KHary in 
flaying loans that a ntinimuin fiercHuitage of the firodiUH* got from the lands 
should he given away in repayment of the loan. It should also he legaliswid 
that amounts borrowed for agricultural purp(»ses to he a first charge on 
the land as it is now the casi' in payment of land revenue. The present 
eo-ofierative system handicaps the ryots gmierally and is not what was 
expected originally. The grant of State loans should he more liberal and 
the conditions of repayment and the charge of f>enal interest hhoultf he 
rel axetl. 

2. The jirincipal crofis are now marketed in central plac^es in towns and 
in other tentres in the district. Tliere are commission agents calte<l 
‘ Tharagu mandies’ in each place. 7ho product.s brought hy the agricul- 
turists are put to auction and the.se conimiH.sion agents hid for them under 
a (ompoct fornuKl w'itliin them. Others who are not fiai’ties tfi that* compact 
are not allowed to hid; hut they have to purchase them from tlu^M^ agents 
or Tnerchants. Thc*se csiinmission merchants send them to the merchants or 
dealers. By this arrangement, these commission agents get more profits 
than the agriculturists and tlie merehants or dealers. Thus, the agri- 
culturist is in a very disadvantageous position and his labours are enjoyed 
by the middlemen. In order to remedy these defects, the Government 
should organise trading cooperative societies (to be worked hy officials with 
constant sufiervtsion and check) with restrietions that each agricultiirisi 
should depwit the produce in the banks and receive money at a certain 
per cent discount according to the prevailing market value which should 
lie intimated to each society hy the autiiorities concerned. When the society 
realiaea the full value of the pro<!uce so deposiUnh it should pay the agri- 
culturists that balance that is due to him after deducting interest on the 
amount first paid and other incidental charges, if any. There should be at 
least one sudi co-oj>erative sotriety for each taluk or more according to the 
local Fequtjpetnenia. These co-operative societies should sell the prodneris to 
the merchants or dealers or firms, etc. The other suggestions contained in 
the questfonnaire do not commend themselves to me. 
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3. The value of the landper aore for different kinds of crops vary in 
each place in the district. Tne value depends upon the amount of labour 
that IB available in each place and also on the richness of the soiK The 
price of wet lands and garden lauds are valued more. Dry lands for sowing 
of groundnut or cotton have better value than other dry laffds. Further, 
value is enhanced if there are competitors to purchase it or otherwise the 
land is sold to a nominal price. 

(a) Generally when lands are sold for arrears of revenue, competitions 
are very rare and they are sold just to cover up the amount of land revenue 
arrears due to Government. 

(b) ^Lands put to court auction in the execution of decrees are in most 
cases kno<;ked down by the decree-holders and competitions in such cases are 
very rare. 

(c) Purchase by private negotiations i.s, no doubt, lietter than the 
al>ove two items. Even in this case, if there is no competition the price 
will he only nominal. As already observed, the loans raised by agriculturists 
on the mortgage of their lands mostly remain unpaid for a number of years 
in the result that the land is sold to the mortgagor for the principal and 
interest due. If the agriculturist has no other lands to cultivate, naturally 
he becomes a tenant under the tnoiiigagor. But the experience of the past 
six years in this district shows that the agriculturist sells away the land 
to the mort,gagor and emigrates to Ceylon, Rf rails Rcttlements and other 
far-off places, to earn his livelihood hy dint of, hard labour. 

4. There arc no land-mortgage banks or purely agricultural hanks in this 
district so far as I know I liave filrendy dealt with tins point in pnrngi%ph I 
supra, 

5. Accurate figures of indebtednes.H can he gathered through the mediuni 
of aiihregistry offices, where copies of registered doounients are available 
and through the village officers who are in most cases the document writers. 
T leave the other questions to l»e dealt with hy men of more experience in 
the field. 
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WHtten evidence of MJEUBj. MODAl«AVAI.ASA POl KAZDV 
OarcL» laamdar and Membor of the Distriot Board. 
Modalavalasa. Dual B. S„ ViMgapatam 
district. 

With referoiu'o to your Ciiie?itionnairo rogartling hoiuo pvohlonuj About 
provincial banking, tlaUHl 2Tth August 11)29, 1 have tlie honour to auhinit 
iny views on son»o of the juolihuns dealt hereunder. 

/. — iijrtf ult uitti i rt iiif inut i tnlif fai iiitirs fttr snnill imi ufitrien, 

1. Agriiurture is llu' main ixtupiitiou of a very large body of people 
in tile Hevenue division of V izianugrain with which I am more iamiliar. 
The agriculturists are generally pooi\ being >ery much opjnessed by the 
landbu’ds, and they borrow their monies Irom ordinary money-leudeiH for 
their expenses during eultivation season. 'I'he money-lenders, who are 
generally very gretnly and uiisenipulous, atlvanee small loans with nhort 
intervals for payment, at very high rates of interest, viz., 18 per rent to 
21 |MT emit with com]»ound interest, taking the crops whith tlu' agriculturists 
raise as siHunity for the loans. Jn some e.xtiiriiie cases, the money-lenders 
t heinselvc*s, according to their sweet will and ph‘asur«*, determine the pricen 
ol tlie various <roj)s raised hv tin* agricult u lists, even at the time of 
udvunying loans, and colle< t tlie proihice immediati'ly after the crops weio 
r('ady foi- harvesting. So much so, the agriculturists who borrow money 
tor thoir expenst's iii the <ultivation .season are obliged ti> part with a 
large <|uantity of the firoduct for discharging tin* ddit. Tin* remaining 
foodnee wonhl in <‘eitain cases 1 m* harilly suHn ient to cover the rents payable 
to the lumllords. Ihuici* tin* agi ictiUui isls are always at the mercy of tlie 
money-lender: 

"I'ho agi if nit ni is| s m tln> divivinii are generally ownei s (tl pareels oi 
some estate lamls. As such, tlu»y possess ami f*njoy occupant'y rights in 
the same. I'liey have not the means of making any perman(?iit improve- 
ments tor their l.iiids and even in cases where some forward ryots offer to 
make improvements, tlie propri<*tors ainl zainindars would iievto' give them 
n chance to make the necessary iinproveinents. Moreover, the agricultiiristH 
here will in»t he able to realize the tidiest udvantag<‘s of such improvoinents 
owing to the harsh treatnn*nt Iroin tin* ofhcial.s of the propri<»tors. 

The agi n nltnrist> a^ tuallv starve in caM-.'^ ol laduie of niolisoon and 
some ol them leave tin* parts lor g<M»d lor plms*s like Hatigoon, iVloulinein, 
Singapore and Assam, leaving their lands and places of aho<ie. A.s far as 
I can see. tin* luajio ity ol the i \ ot population alwaxs l)orr*»w inoin'v lor tin* 
juyv lUfMit ol their kist to tin* jnoprietors, owing to the fact of prof>rietoi*M 
coliiK-ting theii- kist even l^efori* the eoinmeiiciunent of the transplantation 
season. This is a very M*rious ami touching gi advance of the ryots of thes<* 
parts; hut. to their greatest misffirtuiie, they are not afile to get the ordi- 
nary justice either fiom the prr.piietor* or through the <*ourt. This is felt 
all the more on nccoiiiit of the tact that the rvots in tln^e parts are very 
hardworking people with few wants and leading tlie simplest life pfwsihle. 
Tn all cas«‘s of failure of monsoon, the ryots gem^rally mortgage tlieir hold- 
ings and other inam lands to monev-Iend(*rs and in certain <*aseH they lose 
their property altogetlier. 

^fuch of the above dffrnnltN is inaioly due to the lait that tin* pro- 
prietors hardly take genuine interest in the ryot nopulation. Tliev care 
inoro for their revenue and try to extract even the last i>ie from the ryots 
by putting them to alt sorts of difHcidties. S 4 K‘ondly, this unfortunate 
state of affairs is also tlie to the aWmee of other meupations or homti 
tmlnstries or other sourct*s of income for these rvots. Thirdly, the renin 
pa.vohle to the wimindar or proprietor is very high.* It will lie about Ra 25 
tier aere of wet land and Rs. 4 for dry land. As far as I can nee, it i» 
only in Ihihhili and Hiripnraiii estates that such high role« prevail. In 
the adjoining estate of Vizianagrani the rtuit payable on an acre of wet 
land with the lieat facilities for irrigation is alioui Rs, 6 to Its 12 

5 
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In this fonnexirm it may said that the ohjoi't of the Government 
in trying to furnish facilities for agricultural loans at low rates of interest 
i« not at all fulfilled. It is very rarely that the taluk officers oblige the 
ryots by giving agricultural loans, perhaps due to the euiuhrous procedure 
to l>e udoptetl for the purpose. The Government is not |)roiK?rIy iasisting 
on the omcials to set* that the sum?, alloittHl to various taluks are easily 
distributed among the ryots on conditions of eas}* payments by instalments. 

Tile ci>-0[M*iiitiv«* l^arlk^ nseotly 'stait**d in tlieso partn aie not also 
advantageous to the agricultu lists owing to the absence of good amount of 
capital, heavy interest and the absence of tadiities for easy payments by 
instalments. 

Although 1 am not a protessional man ar <}Uaiiitc‘<i with tin* estimate^ 
for the various piiiposes mentioned Iwlow, I think a sum of Rs. 10,00,000 
(ten lakhs) is absolutely necs^ssary for constructitm of two anicuts — one at 
Guttavolu ill Ibiikonda taluk and the other at Ktiko|>paka in (lolugonda 
taluk. These two anicuts ar«‘ to be constructed across tlu\ Nagavali or 
liangulya rivei* in the east and the Varalia riven- in the west of this 
di.striet, which are about 2i)() yards and hnO yards in width respt>ct ively at 
the places mentioned above. Hy constructing an auicut at (Jnttavilli and 
by supplying the water of the sai<l river to the adjoining lands, nearly 
10, fKK) acres of wet land in (ianjam district can easily lie irrigat^sl with the 
said water. Hy constrmting an anient at Kt iko|)|»aka, an e(|ual extent of 
land can he irrigated. 

Many of the ileiects nnnitioned ab»)V<‘ :\r(’ thn fo fhr of 

f<tcilitivs for in iyaf ioii . A large area of wtd land is jiurely dependent upon 
tho tanks and tlu‘ river channels. The |>ropri<*tors, who generally take 
little or no intiuest in the ryot population, neglect to make any substantial 
repairs to the various tanks and also neglect to sniiply water through the 
channels from the river. The duty or the right of supplying water from 
the river to thc' wvi fii'lds through tlie channels is always the monopoly of 
the proprietor, without uhosi' permission even a drop of water will not )>e 
allowed to l>e toucheil. 'fhe proprietors gemM'ally take their own time to 
KUpply the said water t<» tin* ryots, 'fho powers eonftnred on the ryots 
under the Flstates Land Ai t nmlm- i liaptm- 1 1 are very rarely exiu eised 
hy them on account of I lie'difhenlt ies of the ryots in obtaining thi‘ necessary 
sanction of the District Colleetoi in tin* fnopor season. 

'file ahsonee of impi ovod methoiU oi aLineiiiinie is another draw hack 
in these parts. Tin* agrienlt mists use tht‘ir own patterned im])lements for 
cultivation owing t(» their |»overty and do not know the advantages of the 
artitieial manures. The (iovernment shoiihl try to open a larg4*r mimlK*r of 
Agricultural farms, giving easy scope for obtaining knowledge about 
improved meth(Kls of agri(*ult me. The (Government should also make 
arrangements for the supply of agricultural implements ami artificial manures 
on easy and convenient terms to the ryots. 

The abstme*' of mclall(*(l riiads la'twccn various v;[lage and the mark(*t 
is another grievance m ihesi* parts. The dilhi-nltv is more felt on 
account of the tact that agriculturists, who produw various kinds of grains, 
Kugarcane, etc., on a large scale, are not able to send them to the nearest 
market ivithout incurring unusual and heavy expense's for transport. 

The absence of extensive pasture lands, ab.solutely it*quired for the 
upkeep of cattle, is another grievance which ha>s to l>e redressecl. Tho 
agriculturists should he educnti*d in the direction of maintaining the high 
breed of cattle. 

Tllere are very few commercial centres or market centres in the district, 
and there are various foreign firms wdio purchase and export the various 
grains and produce to other parts of the country. Some of them' who are 
inone>’-lenders to these agriculturists compel them to give a large percentage 
of distK>unt on tlie ground of the expense for transport. 

2. If the Government make the nec'essary arrangements for opening 
m-operative societies throughout iKe district, for the purpose of receiving 
%ll the produce raised hy the agriculturists and for the distribution of the 



SAi3ko« and for quick |>ayuKHit of tfio prit'o money to tlio ryots, ilitvio voiy 
t^ko MHiotitns ought ln’ niatle to lend money ut low rates of iiitorost to 
tlio ryot |K>pulatiou. This would protect the ryots from the clutches of tho 
mtddleuieii or coiuiaission agents. 

A wet land «>n whirh padily and lagi arc raised is wojlli Us. tOO lo 
Rs, (KM) jK*r acre. 

A wet lam! on wliieh .sugaieane is rai.sctl is worth Rs. (KK) U» Rs. 700 per 
aen*. Drv land on which other niin<»r erops are raised is worth Rs. 200 
to Rs. tm. 

in) In (ioverninetU auction lands are sold away at cheap rates according 
to the arrears which aerrued on the soil. 

(h) Jii a court-sale also the lands are sold away for about one-third 
tho normal value. 

t. Laud moitgagi* ili» not t‘\iN’ in our 

With regard to lecoids ol rights, one feature in this distriid is that the 
\' iyaanagraiu zaiuindai i aiul tlie three (oivto nnieut taluks are alone HurveytHl. 
riie rciuaiuiug area, wliieli i> more than 20. (MK) squate miles, is iinsnrveyetl 
and there is ahsolulelv no safety as to title and ownership in caises of 
dispute. .S<*eoudl>, the iiiactne tdUaining ni (he fioveriimeiii taluks of 
regisUuiug all translt'i'N ol innnovable properly ami of transferring title- 
deeds immedialel\ in the offices ol registration is not oh.servetl in tho 
xaiutitdari aieas, I iiless this defect is remedied, peaceful enjoyment of 
imiuowuhlt^ ]>ro[)eities hecimies impossihle. 

1 ha\e no ohjection t(j he examined orally. 
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Written evidence of A. SBUTIVASACHARIAB 

Avargal, Pleader and Secretary. Co-operative Banking 
Union, Ltd., Srivilliputtnr. 

i, Ayrtculfural credit and credit facilities for small industries, 

1. TIk> ag! icultuj ibt in inv di.bti ict obtains (ij»ain e in iullowiiig luaiinci : — 

For expenses ol eultivation in siiecessive stages, he requires liiiauce (1) 
lur muuuntig hekis storing rubbish, {2} lor growing manure bhrubs, (3) 
lor ploughing, (1) lor purehasiiig seeds, ier sowing, (6) for trausplautiug, 
^7) tor weeding out seedlings, (^5) for using green munures, (D) lor watering 
and (10) lor iiurvesting eroiis. The ‘agriculturist* is a geuerai term. It 
may include the follow ing persons; — (i) Owners of lands, (ii) tenants who 
are themselves tillers of tlie soil and aetually working in the fields and (iii) 
lessees who take to cultivation as a profession but sulqect to the labourers. 
Tbe method of obtaining finance varies with difFerent sets ot ponsons. in 
the case of owners who cultivate hy hiring labour on iKinni system or 
periodical labour, if any, (i) they sell their produce at the inarket rate 
when they feel the necessity ; (ii) il at the time of need there i,^ no market, 
they get loans from local sowcars at high rate of interest — from 12 to 18 
per cent; (iii) if there he a local co-operative s(K*ieiy, tliey resort, to it, 
hut generally they do not get it in the retjuired season; (iv) so they promise 
to pay grain interest jmyable at the time of harvest which at times exceeds 
.‘1(3 tier cent. 

lu the case of tenants and lessees they borrow from the landlords on the 
following conditions : — 

(A) The amount borrowed may be taken buck at the time of harvest 
when the owner takes the paddy tioin tho thieshing-floor. The ow'uers do 
take payineiils on llie tlireslung-lloor. This is done in the villages where 
the actual cultivators intimate the owners on the day of harvest and bpecial 
men are deputed to control as kanyonam, who, aftci’ crojis are cut, gathered 
and paddy grain stored, heap them up and intimate the fact to the ow’ncrs. 
Tho latter then go to the tlireshing-floor, iiieusuro the paddy and bring 
liome the varam or lease produce and the corresponding quantity of grains 
for the loans, i.e., cash given. 

For sowing the tenants either purchase seeds from other landlords for 
cash or for peiiods payable in harvest, or from the owners (landlords) them- 
selves on condition of rei)aying the .same during the harvest. For watering 
also, labour is hired on <*ondition of paying labourers at the time of harvest, 
and produce is given in lixeil quantities for cutting, gathering, etc. The 
tenants settle rates of ijayment of produce according to the area of harvest 
and this coolie also is paid on the threshing-floor even before the landlord 
comes for measuring and for taking tho grains home.* 

(B) For capital and permanent exjieiises only the agriculturist owner 
has to spend. Ilere, again, he apidies for loan to a local co-operative sooiety 
which has its own by-laws and which are not coininensurable with the 
requiromonts or needs of tho agriculturist in ])oint of amount of loan, period 
or capacity to repay or kind of payment. The co-operative society fixes 
periwls fai shorter than the required time or pays a lower amount than the 
purpose needs. In either case, the agriculturist does not get financial help 
buitabJo to his net^d or repaying capacity. 

^(C) For speciiil loanSj i.e., fuilure of monsoon, land revenue, etc. — Here 
also ho resorts to the cii-ojierative society, sowcar, or joint-stock companies 
and nulhis. By mortgaging his property be gets loans ; if he mortgages to a 
village sowcar, lie is unable to repay in the stipulate perio!^, which are 
one year, three yeai-s or five years, and ho cannot even pay intereet 
annually. His ordinary exi)enses and old debts pinch him and his income 
from land or (»ther soum^s are too small to repay in full, so '^at the load 
of debt is increasing or swelling until at last the mortgagee goes to court 
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4ild brings the firof>orty to salo wlioro, Miwiiliiig to oxigoliciow of tlite Imitb 
45 Vtni ilio doi'reiMi debt is not fuHy sutisfiiHl **iul fur bnlttiH'O of docroo 
juiiouut liis idlior [»rojH‘rt ic* ure against. 

^ Xbo rates ot interest cburgiHl lu luy distiict vnrv iroiu to dti yer ixmi 
.if M cash or oO per tent if m kind, Generally the periods for which 
are paid me six inontlis, i.e., harvest seasons as stated already, 
no MXuuty IS given or mxepted except in the tuse o( ordinary 
laomujMt^ndcrs wlu» get promissory notes lor sueli slun t-teriu loans, lit a 
lew eases, jewels me also pledged as seenrilv mul cash ohlmned. Tho 
Governuienl intend to lielp the ryots hy giving takavi loans, but the 

manner in cvlneh it is given is not .Nutisliutury . Soeh loan is given lor 
^i) [mrehase ol eutlk', i^mking ol wells and not lor any other purimsc^s. 
Xhough tlierc* me oilier puipOwses, siiih as onltivatnni t*\pens<’S <»r repair oi 
lands l>y lowering llie level or laiul revenue, tin; Gm cniiiinMit dees not oiler 
any help. Kveu m the mauen ol sm h loans being given, various exigencioa 
arise and the ryot is vlisgasted v'lth ii. It is neeessaiy tliat lor short-term 
purposes as well as other ioiig-tenn needs, siirli loan .slioidd bi' extended 

and the ordinary revenue luspeetois oi [)eriodieal special iilliteis alone would 
not do. 'j'he Sub-t'olkx.lor or the Ueveiiue Divisional Olluers hiiould theiu- 
belvc*s look to tills kind ot loans I rum tin* >tari up to the ac tual payment oi 
loans or the special olUcav slnmld be ol that grade. 

1'he jomt-stcKk Inuiks, i.e., nidbis, heli> very little Uio ugrieultnrisls. 
I'listiy, acc'ording to capital sviliscnbed, ami iilim a lixc.xl period oi member- 
ship alone, loans are given, and that on .security ui moiigago ol tlio 

projHM ty, repayable in seven years at 0 pen* cent j>er annum. I iio rate oi 

intei'^t IS certainly very iow and iuvournble, but iieit^ again tlie a])pri.siiig 
stall, tile encumbrance certiiicate and other njntmgenl expense's turn out to 
Ifv a Imrdeii on the Inniovver. Co-opeuat ive Ininks do really herve ugiieul- 
lurists ioi siioit-term purposes, itut other long-U rm leipuuMiient.s are not 
attended to. I'he attempt ol j»reseiil-day c‘o-operative banks to hulisiy other 
agrieiiltural needs lias btxm a failure, ami this is tho main c;uuso lor 
deterioration ot tlie eo-()i>ei ative movement and tho increasing clc>bt oi Urn 
agi K‘ulturist.s. 

Indigenous lianks and bankers do not care mucli uboiiL llio beason of 
repayment or tlie puriiose ol loan. W'liat thc*y eare for is only the becunty. 
hucii banks or bankers are very lew ; 1 may say, excei»t tlie Indian iiaiik, 
wc have none else lie re. 

I'rolessional mom‘}-ienclers do not help agriculture because no buitublo 
period lb hxc'd lor lepaynient and wJieii iiiumvv-leiulei.s renuiro inuney, they 
Oegin to press agricultural borrowers v'hu sillier eonsecpiently. 

Merchants and dealers act a^ eciiniiii.s^sion agents ior sale of jirodtieo; 
either they stock tlie prudinx: on a hxc*d value* or act as agc^iiciex for boiling 
to cubtouiers at a lavouruble rate. Other orgaiussaiions giving credit hero 
are lew or none and 1 have? no expei leneci in tins sjdieru. The capital 
retpnred ior (n) cultivation e.xpenses is its. 20 <n Its. 2b por acre; (6) lor 
capital and iiermaneiit improvement it>. 5<Kj loi a fandholdiu* of 10 acreb 
ol land; and fr) for ladure of monsoon uiid land revenue Its. 120 lor a 
landholder owning* 10 acres ot land (well. ’riicue is ul>.solutely no 
co-ordinution among Die vanous agem les, nor c an there lie any »uch. Each 
has got its own mterc'sts to serve and in .some case eoritlieting alao. Moiiey- 
Jeiidei*b will never co-ordinatc* with the Government who is taxing them lor 
real or unreal incomes purely on estimates. The co-operative banka have 
been crying hoarse for co-ordiuatioii ol tiie Government takavi loaiib, but 
not cared for by the Government. There is amiile scope for imjirovenient. 
All registered joint-.stcK‘k banks, co-operative banks and Government may 
work in eo-ordinatioii and the money-lenders and indigenous jirivate bankens 
may co-ordiiiaU; not only in the interests of agriculturi.sts Imt in their own 
interests also. By co-ordination and collaboration tht^e agencies may aecuro 
the liusines-s and the agriculturist may be sure of tlieii resources or terms of 
repayment, etc. 

The delects that exist now' are: (i) in the cas<; of cfMiperative hanks, 
Hhort-term loans are only given and long-term needs are not served at all. 
Because deimsits in central banks are for short pcrimls of three to livo years 
alone; longer [Huiods cannot Im given for repaymeul of loans, The period 
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of ro|m 3 *iiietit for Joii|^-U’riii is loo hliort to uiliaii of ]>utu'iiiality oV 

ol cfoiKiJiiir iiii|iJovc*iJiciit for, tlio viliagor |ktio<Is jXi'eiKliiig 2^> to ycat*t> 
slicHil<! Im* given toi (apitul Und iieriimneiit expeiis<»s afi<t other spoeial need's 
iiientioiKHi 111 I.C. ; land-hauks should lie established, as near as possible, 
by the villagers tbeniHclves ; (i) the eeiitre M'leeUnl should \tv a taluk or t>/vo 
taluks ; ( 11 ) no (apitui should be demanded ol the villagers tor starting 
these' fmiiks hv way ot contrihutiou or deln'iitines from themselves ; (iii) 
the Oovernmeiit should is.sue agricultural loans or takavi loans to villagon 
through these bunks or s<‘t apart a <lerinite proportion ol land revenue 
every vear fiiluLtvui to be dislmrsed tbiougb these bank< In the ease of 
)oint-sl<K‘k bunkN or other legisteusl indigenous banks no attentioit is paid 
to purpose ol loan, nor is anv staff inaintained lor supervision, control or 
colhs'tion ol loans. The leasoii is. thev <aie more for piofits lor tbeniM'Ives 
tliau for profit lor ciistomeis oi constituents. Kven bme iinlcNs purpose or 
period ot l•epaynlcnf is <<)nsidere<l. then business also will not tin ive and 
will not firing profit to tliemselves 

2. llie pnncijml crops are marketed by commission agents and taken to 
<*entrcs where there is a gieat demaml loi the same. The small margin 

la'tween tin* purchase and sale iiioiu'v is the lommisMon fi'es lor the agent. 
He either pays at fiist the uwnei in lump or after sale in the centre pays 
the ow in*i . The tonsnmeis also dir<*ctlv go to village's, to tlic' v erv doojs ol 
ovvneis who have* sloreel (lie giaius m their homes A(<oidmg to llu‘ epialitv 
jn ne^ an‘ and padilv or othei giams au‘ taken for cash jiayinenl 

'^I’o m\ mind it is not possihU' to loitn pooK now e o-ope*! at ive etfoit is 

atti'iidcd with iisks wliuli the* owim'Iv ot pitaliai* are not pjcjoired to 
undergo at this stage • 

In marketing tin* jnodme* the (ledii l.eililiev leiiniied aie (i) aelvama* 
of loans on pledge* ot piuilme' in) seeinitv ot inodnee* maike*ted. (ni) good 
management ; neuie such e.\is( now. Special goelowns shoulil he provided by 
tiic Govermueiit. 

For inteinul lemittance, e‘,\isling laeihiies availalile to the, public other 
than hanks oi haiike'is are little* oi nothing ‘llmidis' oi einttais aie the 
only metlioels hv whicli mereli.uits have inteinal i e*init l.inee* ol trade. I'he 
(’O- 0 [)e?‘ulive hanks have lemittanee's thieiugh suh-t i e*asunes hy cash ortlers 
or remittance transler receipts. The delects in the existing system aie — 
(i) the minniium limit ot Hs. and (ii) the leimtiance* being lestiicted to 
soe'ieties tufct f<(\ The imniminn limit should he lemoved and remittance 
allowed iieiin erne distiict to aiiotliei anel the hank to wliieli remittances are 
made should f>e co-operative. I'lie remitter need not l>e a co-operative 

agency. 

4\s hutwe(*ii private poisons or hniis or iih'k hauls, tasli orders or remit- 
iaiK'e (ranslei receipts sliould la* allowed at a lavourahlo commisbion or 
, premium, '’[’ill then, hanking liahit laiinot he vultivated and security ol 
money or liu'ility in trade cannot he said to he given to the juihlic. 

As regards marketing in general, the Goveinineiit should encourage 
frtwiy spet'ial (/o</oir/n*c heing huilt up and msuied against tire and inducing 
agncultunsts to pool the produce together. 'the ipuility ot produce or 

grains will varv Irom one agriculturist to another and conse<|ueiitly the 

prices also mav vaiy. Sufticu'iit sategiiaicls aie nocessaiv to preserve each 

Ilian’s produce. Though much is talked about loan and sale societies or 

pledge ol prodiuo. it is not practically .shown fiy any non-credit co-operative 
officer how the system can he worked out successfully. Unlevs the Agri- 

cultural department and Co-operative department co-ordinate and find out 
meams. no remedy worth the name is pos^ihle in this direction. Jn non- 
credit side, agriculture is the main stav tor rvots and tlie (*o-operativ'e 

movement may first l»estovv its attention upon this. The Covornment should 
end^vour its lasst to give this relief. 

, 3. ■falue of land per acre for wet lands varies from Rs. 20 to Ra, 10 

aet'ordiiig to tlie quality and ayac-ui of land. In tank ayacuts whase supply 
"“'^ater i.s sure and certain, the highest value is paid, and for other aya- 
H it tuiries with the quality. (2) For dry lands, puiijas, where dry crons 
re eultivated^ the v’alue vuirie-s from Rs. o to Re. 1 as arcorc!ing to the 
tin^Hty and water source which is generally wells in tiu» land.s. (3) For 
^^**^^* yield betel and vt'getables and other varieties, the 
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Tftla« varies from Rs. 8 to Rs. I. Tl»« factois tliat affeot tha A-alue are 
io case of wet land»L(i) facility or irrij^tion, (ij) source of supply of water, 
(tii) natiiro of soil tltKXs not rttMjuu'o o\beriuU luftnurio^S. (iv) proximity 

to littUitations of lalionrorf^ or profi^ssioiial (v) tlu> fHcility of traffic 

for markctiiij^ tlic |>!‘Of1uc<» : aiul in <*aM'‘ of tlry laiuls, ( i) tho natuN' of 
oropfi which ^row luxuriantly on the lantl, (ii> the* springs in wells in laiuls, 
(iii) the A'aluc of crops that grow in tiu' fichis. Over aiut uIhiyc these points, 
the most important factors are the ncct'vsit iiNS of the owner who sells the 
land and the puhlicity given to sales ; pi) in case of Government auction 
for non-payment td revenue, value will l»e very low, ns village officers alone 
have futt linowhslge, as ul.so in eases ol court ileercvs where proclamation is 
only nominal and the lanri sold will he ordinarily heavily hurdenrsl with 
prior eii(‘iimhrnnf*es which scare away purchasers and consetpiently value also 
lower. Hut in cast' of private negotiations, there is competition in the o|mui 
field and the owner has the a^ivantage. Thme is one other factor not men- 
tioned in the (piestionnaire, i.c., land atxpiisiiions. The value in such cases 
is higher than private negotiations IwM'ausci over and above the stiitut^iry 
niminission charges under the Act and the adjaernt value of lands, tlie loss 
that will acirue to the owner, which in some cases are imaginary, go to 
enhance the value which is provided under the Act. 

4. There is no legal impediment to mortgage of lands and agricultural 
holdings. Th<‘rc arc on<‘ or two laiul mortgage hanks in the province for 
long-term (icdit. 1 have no intimate knowlcilgc of tin* method of work, 
hut I know they raise (apital fifiin shareholders and hy dcUmtiiri's. A 
.sepanyc (Vntral I’roviucial faiml Mortgage Hank with hranches in ditfcrinit 
centres of taink is a great tft siitt'ntf urn . Thesi' nrimarv land-hanks shonhl 
supply long-term credit to villagers and provincial land hanks should supjdy 
finance when ami where neccs,sarv to iirimarii's jnsi ns tin* .A oc\ Hank 
(M c I n ) snpplies finance to hxul central hanks hv getting dehenturos. 
In of her words tho villaec ('o-ooorat ivo smiidit's district fcntral hanks and 
the Apex Hmik (Af.C'.r.H > will l>e the chain of institutions for short-term 
nei'ds, for periods np to live or si\ voars ; the nrimarv land hanks and the 
firoviiu iai l »nd mortgage hank will s('rv(» tlic long-lenii ne**ds iiji to 
‘Vt vears Tliis svstmn will hr satislactoiv to tmiants and landholders alike. 
The working laoital nl the proposed land mortgage hank should he dcrivisl 
largciv from (i) fimds Ironi icntral institutions and <lct»c*nturc honds. 
Dciiosifs cannot plav an\ part as tlu‘ir dnrate»n will not he coininmisurate 
with the purpose of land mortgage luinks. 'I’hr onlv adcHpiatr orovision 
for long-term credit is the sc'lienic evolved hv the TTtni'hh' ^fr. KnitttnJnim 
Ptnifufti dariL and jiulilislKHl broadcast hy the Madiais Provincial Pnion, ns 
reprinted from the Trrvrtit, All co-oprrafors must with one voice advocate 
the same which should he accepted hv the Government and given clTt*ct to 
immediately — 

to) Tmprovemeni in record of rights and titles of ownership. 

The recent changes in ri'givt ration offices seems sufficient . Itnl it is 
l>et ter to take legal o|)inion atid liuve a safer course. 

(h) Tn the everft of non-fiayment . tlic land hank should he legnllv 
nnthorizerl to fonxlose without recourse to a court of law*, ns in tin* case 
of the FcKleral Form Tkiard. P.S.A. The delKUiture honds sliould have 
the Government gnarnnt<*e hotli for principal and interest. 

5. It is neeessaiw to form an estimate of iiidchUHincss of a village for 
increasing credit faclli(if*s to agricultural cltmsf*s, 1'hcre is no sm*ii estimate 
prepareil hy tho Government or other non-official agencie.s. Tlie co-operativ'e 
finlerntion or unions are the liest agencies for the purpfise. A sp^Hwn.! 
sulisidy may l>e gii'en hy tho Government and statistics takcui acciirnt«iiy^.: 
The [mint meniiomvl in tl’c rpiestionnaire may he note<l in forming sneK 
eatimates. The availahle into rnaiion that now exists in c^Miperative HO^detM 
is the property .statement of mernliers of societt*»«. The Iwal co-f»|>erati 
central banks and supervising unions are fumishcHl with thf»<*e slatemei 

in every year. We have such for every dmtrict. Bnt in a village all 
dents are not mendiers and there are villages in a district where there afe 
no societies also. Even the statements prepared are not senitinijsed in 
manner. Henc'O, these are neither exhaustive nor accurate. f f" 
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The nro largely due to (1> money-lenders nnd (2) then to eo-operatire 

societies. The Governniont never allows any arrears to fall, since it takes all 
coercive ht4‘ps in the year and collects the arrears through various agencies. 
The rates ot juterost charged by societies are imiforin and 10 per cent is the 
coiniuoii rate throughout, in a few Hocueties where it is 9 per cent. 

Jn tlio cTirrent year, village societies are compelled by the department to 
reduce to OJ per cent Irom 10 per cent. 

A large numl>cr of farmers are rendcr<*d landless by burden of debts 
and the creditors enforcing debts by .sale of land.s. If this process is going 
on, it tiocs take away from tlie actual cultivator tin* incentive to produce 
more atid tlie cultivators also get disgusted and dejected, so much so, efficiency 
of cultivation also is impaired. 

C. (larden produce, ric<'-milling and cotton ginneries are common here. 
Tlun* are <arried on bv persons not agriculturists also. There is no marked 
or favourable* market for the indiist ries, nor is there sufficient capital. ^ 

The only industry or enterprise that will give materially and ^|||fp|Hhi* 
rally uplilt to the fMiltiva(<u’ is hfind-sithm inff and 

should be fiat ron ized bv (iovernment and introduced in every scrfSw^'tt<t 
A'ocational training, so that tin* cultivator may in bis farm life resort to 
it. (*ov(‘nitm‘nt loan shonbi be gn'cn lor sncli enterprises. 

7. At present, the Imperial Hank affords over.d rafts to co-oj)erative halffea^ 
but not ns liberallv as it docs to ordinary individuals whose security is fni* 
less than that ol the co-opm at ivc banks. Even Jiere. for short-term loans 
alone great imporlams* is allaclied. Even the facility is not po.ssibI(l to be 
treely in'tulcd ol. bccaiw* ol tbe remoteness from beacbfuarters of co-operative 
banJvs. Tliorc should be brambes or at hast local (ufrncte.^ of the Tinperial 
Bank where tiieio are co-of>ernt ive banks’ lieadquarters. so that there may 
lie mutual transaction carried on (piickly and advnntageou.sly to co-operative 
banks, 

Tbe co-operative banks nnd joint-stock banks have no joint transaction. 
Tb<^ depa 1 1 m<*n I a I older s and bank<‘rs’ <*oiilei eneos have put an end to any 
f ransael ion uinbb eo-oian at iv<‘ banks have bail with joint-stock banks by 
way of loans. Si ivilln»n( tur ( ’o-operat ive Hanking ITnion bad borrowed 
Hs. 20.000 from two joint-stock banks wbicli were (dosed in 1021. H(*oause 
of tbe OdOn- of IIk* dc'parlmcnt, tin* same redafion cannot )>e eontiniied. 
There is no rcdation ln'twetm co-operative banks and indigenous banks. 
They scaretdy <b'posit their lunds even. 

Tu I be cas(* of long-term (‘apital. co-operative societies are beset wdth all 
diffn-ult i(\s. The fU(‘seMl long-t<‘rm cafiital for livi* or six years is not really 
a bmg-t(Mni accommodation. Out of tboir necessity and with a view' to gf‘t 
ov<‘r tbe piessmg demands. soei('ti(*s get loans for five or six yeni's for 
long-l<‘rni f>nrpos<‘s. Init cannot ktM'p up their obUgtaiions later on. If 
cnfntal is a\ailable for at b'ast ‘1(1 \ears, there* will be great relief to societies. 
In case of sbort-ti'iin cafiital, om* y^‘nr is too short. It slionkl spread over 
from one to three or lonr a ears. For garden land , cultivation otlierwise 
called ( 1 lasts for tbu*e yt'ars, and even in other cultivationfi 

the village*!’ (annot Ik* ('xoectcsl to pav tlie whole value of outturn, as lio 
has to s])i‘nd lor livelihood ol bis iamily and other incidental family expen- 
se's. A tliorongb o\ e*rbaiiling is highly necessary in the ca.se of short-term 
ami long-te*i’m e*apital for co-operative societies and a detailed scheme should 
be evolved as suggesteal by the* TlonTdo IMr. V. Ilamadas.s Pantiilu. 

There is no e*ompetiiion between joint-stock banks and <K>-opcrative banks 
in my area for flu* method of working is different, and there are very few' 
joint-stoek banks also working hero. 


11, — 7 tuliffeiiovH Ba a 1 hig, 

1. The indige*nons banks or bankers include money-lenders. Some such 
bankers are also called chit karasw'ans. They are numerous. Ordinary 
mom\v-lending business is done by them. K^ttfuchceftus are very prevalent 
in these parts. 
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(2) In finauciug i»gi‘icuitur«> ibe luoiioy-leiMlera pUy n gi'ent part. They 
^9 oral loans, without any written document ; they give on pronotes or 
ample bonds and in a few cases on mortgage bonds also. But the agriciil* 
torists enter into no dehnite terms with them with r^ard to instalnieiita, 
nor do they think about it. They stipulate clearly about interest rate alone. 
The bankers also do not keep watch over their atfairs. With regard to 
trade and industry, no banker beetows care al>out repayment of loans 
borrowed for the purpose. As ordinary'' money-lending business, they carry 
on the work. 

(3) As regards indigenous banking system, (ci) no regular organisation 
exi^ : the amount of capital invested forms the subscriptions paid by 
ticket-nolder or own private capital or borroa*ed capital ; (h) the volume 
of this business is small ; (r) this questionnaire is almost the same as 
question 7 in I and the answers apply here. 

(4) Specimen forms of hundies are attached separately. The other instru* 

i of credit used by hankers are (i) varthamanain and (ii) chittais. 

Besides bonds, a note-book or signature book is opened, in whioh, 
Kys are paid, signatures are obtained for payment and credits are 
I in it. No special means are adopted. The rates of interest on 
deposits are 8 or 9 per cent in our parts among money-lenders. 

(6) The agricultural classes or community have to pay to indigenous 
^l^ajk^ers rates of interest varying from 18 per cent to 36 per cent as aooord- 
/illg tb circumstances and necessity and also as according to period required 
by borrower for repayment. 

(7)«In the majority of cases, there is prejudice against chit karaswans 
because they are unpunctual in payment of money to customers ; at times, 
exorbitant interest is demanded, all vexatious grounds put forth for post- 
poning payment and in demanding unconditional terms as to security, etc. 

These banks are not sufficiently protected in law. The legal facility 
that can lie extended to them is (a) no fees for registration of the banks, 
(l>) no income-tax upon their income. If these are given, they will work 
on sound lines. As at present, their dealings wdth the customers aie not 
on sound lines. 

The defects are (1) they keep no regular or proper accounts for fear of 
oppression from the Income-tax department ; (2) they enter into no clear 
terms at the time of opening transactions ; (3) they give no receipts for 
payments, nor make endoi'sements on documents, but prea<rh confidence for 
the time being, to serve their own ends later on. There should be legisla- 
tion (i) that ail indigenous banks or bankers are to be registered before the 
Registrar of Assurances, who should provide the Collector with a list of 
such every year ; (ii) there should be no mpney-lending by any persons other 
than those registered ; (iii) the terms of business and the articles of memo- 
randum should be clear and specific and a copy be furnished to the officer 
at the time of registering ; (iv) there should be wide publication of such 
lists and every villager should be able to know the address, etc., of the 
bank or banker ; (v) such banker or bank should be exempt from income- 
tax ; (vi) they should be compell^ to keep adequate fluid resource accord- 
ing to the transactions, by deposits or opening cash credits in co-operative 
banks ; (vii) there should be half-yearly audit which should be paid for by 
the banker and which fees should be determined and collected bv the Govern- 
ment every year or an audit union may be formed by such indigenous banks 
or bankers ; (viii) the attitude of the indigenous banking community in 
giving publicity and introducing measures for regulating their operations 
will !>e at first hostile, but in course of years from the concession and facili- 
ties that may be given to them by Government and when they derive 
advantages, they will appreciate the system and put themselves in order 
and develop aim very much the indigenous banking. If this class of bankers 
should be serviceable to the agricultural community, firstly, (1) income-tax 
should be abolished ; (2) registration of their names and nature of business 
and capital invested should be insisted upon ; (3) only short-term business 
not extending over five or six years should be undertaken by them and they 
s^^ld prohibited from giving long-term loan$ ; (ix) the net return to 
the indigenous bank and bankers, after making allowances for expenses^ 
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«to,, will be ) per cent on average per mensem ; (x) the indigenous bankers 
eannot accommodate all demands owing to insufficiency of capital on required 
occasions ; they cannot resort to any other organ banks with whom they 
do not invest any funds for emergencies ; (xi) the indigenous banking system 
can best be linked with the district cent ml hanks, or a lo^l bank with a 
local directorate may be formed in each district with which indigenous banks 
may be linked ; (xii) ail indigenous banks may take shares in it, and the 
district bank may transact business only through them. 

There can be no competition when the indigenous banks form part of 
district banks who do not directly deal with customers. 

III. — Investment habit and attraction of capital. 

1. The existing banking resources are little, ver>' little, in the province. 

They are co-operative banks, Imperial Bank. Indian Bank. But, except 
in the Imperial Bank or co-operative banks, no regular banking business is 
carried on. Except co-operative banks, there are none else for encouraging 
investment habit and savings for villagers. Full facilities are not provide 
to the public. The existing facilities can be improved and extended^ to 
interior places by opening branches as near as possible to the agriculturist^ 
j.e., at least in taluk headquarters and making sub-treasuries transact busi- 
ness through these branches, with a reserve bank at the top and making 
all other banks subsidiary institutions. The people generally pledge their 
jewels and get loans at prevailing rate of interests. Even here, no r^gt^r^ 
system prevails. ' ^ 

2. No. They are not and no steps can be taken. Savings banks in 
Post offices do not afford all possible facilities to the public. Only officials 
or fixcnl wage earners resort to it. To attract others, terms should be 
made more elastic. The restrictions of amount, duration for withdrawal, 
and the nature of the personnel should be modified. I don*t think there is 
much competition between Government and other banking institutions in 
these parts. 

3. The landholders who get monies by sale of produce begin to give 
loans to needy people luid till then keep as idle cash. They have no incen- 
tive for investment. The traders who get money in trade simply invest in 
trade and, till the necessity for business investment arises, keep as idle 
cash. The farmers lend to fellow agriculturists either for payment in kind 
or in cash, repayable during cultivation season. But mostly no farmer 
has to my knowledge been able to save any substantial amount. 

4. The cheque habit commenced only with co-operative banks and Indian 
hanks. In eouroe of last ten years, this habit has taken such deep root that 
literate and illiterate also equally appreciate the advantages. The abolition 
of stamp duty on cheques has encouraged savings deposits to a great extent. 
The vernacular scripts used in Indian Bank may be followed in all banks. 

5. I agree that investment and banking is of very slow growth in India. 
The causes are in the main due to lack of Government siijiporty security of 
bunks, want of facilities for transmission of money. 

In places where there are Imperial Bank branches, Government moneys 
pass through them and it creates a popular belief thtft moneys invested in 
branches ai*© safe and sound. There is no reason why the same privileges 
should not be extended to co-operative central banks. The latter has got 
s^urity or the properties of the agriculturists, on account of unlimited Ha* 
bilily of rural societies. In the interior of district or taluk headquarters, 
the suli-treasuries should be mad© to merge in or coalesce with central banks 
imd all Government reserve should pass through them. The funds of local 
bodies may also be permitted to pass through them at a small premium. 

Answer to supplementary questions. 

(1) It is desirable to create by law a special type of instruments, but 
all care and caution is necessary in settling the details and form of instru- 
ments, since Indian customs differ widely from English or other foreign 
Ind^^habits*^”^ Indian commerce also is governed to a great extent, by 

(2) The legislation should cover both cheques and other instruments. 

(3) Provision should also b© mad© for pi*otectlon in case of ‘hundis*, 
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^^Qp€t^ /SJTSS^ti, 

to /yr-m"-^. tLSSBrt^ujeo eSiLfruirjrtii fi(n^O/gA)QmieSi 

<r. tSf^^reuujiurr ^^iTS^4(g. 

^QjsSi^ui ^tSiteSlLf^^fT j^€o eSajrruinnh 4f. €Fisjsjr^iijm f^uu 
g)/f ^/ri- 0 <ffig 0 * 1 , 000 - 0-0 ( 0 UTtu ^^iSinii) lolICu) « 6 wrL.cyuiir 

Oao’Q^^ 0<F<v^L.«^ cTiSism y^4SI. isacl. smdSeo ufl(3/D(jffid 

QsvmmQt^€5srui-tD^, 

(giuuii)) 

^/mf9Wf Lj IT 6<aL., 

(TruuslatioiL) 

» • 

No. 7 . 

Dated l 7 (h Se|)teliil>t 4 * 1020 . 

3rtl Purattasi 1105, 

* ILundL 

Aruiiui^uttaruganar. 

To 

M.ll.lly. H. A. Piolni Ayyar Avargal, 

Hundi merchant, 1 ’iiuiovclly. 

At sight, pay to the oixler of A. 8 . Bankaralinga Mooppanar, yarn 
merchant of this place, Sriyilliputtur, Kii. 1,000 (Unjyees one thousand) 
only and dehit the same in the accounts of our Brivi. firm with an 
endorsement of the payment hereon. 

(Signatuix?) Arumuguttaragandr. 


Duo date, 0 th Furattasi. 



44 


<Sjf/d, 1029'Ui@0 QmuQi.,Mjrt^ lf«u. 

it. 6. 

«. (5*. *uSjnLssSiU(^ G^ili^n/r/r^ 

jprw tBajrmrjrih, 
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(jgiuuiiij a,ui9jnaesaf)iu^ Qe tLtsfjua tr , 



# 

(Trttiislutioa.) 

Dated 17tli September 1929. 


From 


To 


K. 8. K. SubiHliiminyain CJlieitiyur, 

Yarn Merchant, Srivillipuitur, 


M.H.Uy. Kandaswttiiu Mooppanar Avargal, 

Tinnevelly. 

.It ninhf^ pay to K, 8, Narayanattaraganar and Company to the order 
of the said Ndrayanattaraganar Rh, 500 (Rupees five hundred) only and 
debit the same in our accounts a'ith an endorsement oiF the payment 
hereon. 


(Signature) Subrjiiiinanyain Chettiyar. 
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Written evidence of ILB Ey. B. 81TARAMA BAJV Gk^ru, 
Ber.Hut-Iiaw, Brealdent, Taluk Board, Visasapntam. 

i. — Agricultural credit and credit facilities for small industrlcH. 

Present bybteiu of obtainiug iinancc. 

(ti) For expenses during cultivation. — Potty ftgricuituribts ohiaiii short 
teriii loans usually from the village sowcar. The loan is obtained piece-meal 
from the time of sowing to the end of incurring reaping exponsefs. Thu 
rate of interest varies from 15 i)er cent up to 24 |wr cent, ordinarily on 
the security of the crop. The amount which is advanced from time to time 
in small sums is entered in the chitta or account books of the sowcur and 
finally the full amount advanced is calculated with compound iutcrt»st and 
the sum with interest is secured on a promissory note at the time of the 
last payment at the above rates of interest which varies according to the 
need and the influence of the cultivator. Security taken is ordinarily tlio 

crop but during recent yeai’s, pledge of jewels, gold and silver is usually 

insisted on in addition to the security ol the standing crops. Whore tlie 

cultivator is the owner of the land, joint security of another or mortguga 

of the land is also insisted upon, if the sowcar suspects that the cultivator’s 
liabilities exceed the value of the crop. It is usually the sowcar who buys 
the erbp and sometimes specific conditions arc entered by winch the culti- 
vator IS iKiund to measure the crop to the sowcar in kind for the discharge 
of the loan. The sowcar, who is better informed about the market prices, 
buys the crop at a price advantageous to him. Very often the cultivatui 
ignorant ot the inarKct prices undersells his crop, ii the sowcar does not 
purchase the. crop himself, he arranges for its salp so as not to lose sight oi 
the crop till his amount is realiaiod. Often, as the main crop on which the 
loan is advanced is not sufficient to repay the whole amount due, the balance 
due will either be carried to next year or realissed piece-meal on the second 
or subsidiary crops. As in the continued indebtedness of the cultivator lies 
the prosperity ot the sowcar’s business, the cultivator when once he gets 
into the sowcar’s books finds it hard to get out of it. The sowcar often is 
one who is not an iiidigenoas villager born and bred in the village but one 
who has settled there with an eye on business and is generally the village 
grocer and what is not realized by him by money-lending, he does by the 
sale of the simple needs of the villagers, like chillies, salt and other groceries 
which are only on sale with him at exorbitant prices. Owing to the influ- 
ence he exercises over the cultivator as his sowcur, he cannot but purchase 
these needs from him only. If the village is a populous one, there will be 
more than one sowcar and the cultivator tliooses his own sowcar in the 
beginning and when once he chooses one, he will not lie permitted to change 
till he settles his accounts with him. There is co-ordination among these 
village sowcars whether of this village or of neighbouring villages. Though 
there is a rivalry among the sowcars they form a sort of union to enforce 
their ciaiim and rights on the villagers and make common cause. If a vil- 
lage is not rich enough to attract even a single sowcar to settle there, the 
villagers have always the services of the sowcai’s in the nearest big village 
or town offered on the same terms. There are very lew cultivators who have 
not these katas wdth some sowcar or other. Tlius, for all practical purposes, 
the petty cultivators are mere agricultural labourers labouring for the sowcar 
and in several cases the sowcar brings the lands for sale and becomes land 
owner eventually. The <K^upation of the village sowcar has become so 
attractive that several agriculturists and petty landlords with a little capital 
are replacing the sowcars here and there. As dealings of this class are less 
difficult and more lenient, the sowcar’s business suffei’s wherever these come 
in. There are now in almost every important village co-ojierative societies 
which could have replaced the whole system but for certain disabilities. 
They will be enumerated under that head presently. 

(h) For capital and permanent improvements . — In this district most of 
the land is samindari, owned by big landowners like the Maharaja of Jey« 
poie^ Raja of Viiianagram, Raja of Bobbili and a few ot^r minor 
ieiiundars while only a few portions are Qoyernment lands. 
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lu aJI aainindari citato Jands, it is tlw aamindar who to ®rd^ 

iiariiv all capital and perniuuent intprovementa of water sources »nd the 
like The zaniindurs in this district are the richest in the provinc4i^M^d 
therefore there is no need for them to go in lor Joans for moderate projecte. 
Whether the land is oumed by the zamindar or the Government, adequate 
improveinen ts do not appear to have been made* It is a standing complaint 
of the ryot that adequate steps have not been taken in this direction. In 
pajii^ taluks the existing water sources are even not kept in proper state 
ol^eiijQr as the several complaints lodged before revenue officials bear testi- 
^ 1 ^. As these wattu* sources often are common to several hundi*eds of 
ryeiH, no one or no group of ryots can incur the capital exi>enditure even if 
ho could recover the same from the landlord. Thus with tne neglect of tlio 
landlord, the imcntive of th€» lyot to do all he could is being lost. The 
cyclone of 192'l has so ruined the existing water sources in several taluks 
tiiat, though tiiey are just now' coining up into normal conditions after 
strenuous struggle lor years, one may fairly' despair of hoping for any new 
scherrres or i^rojects of water supply. Jn a district where there are no big 
rivers but only several rivulets whose water is rarely belted for agricultural 
purpostis but allowed to run into the sea, the problem of water-supply cannot 
iye exaggeraUnl and the only class of people who can move in the matter are 
the big landowners. 


After this class of people come the landowning mannlars and ‘jiniyuti 
paltadai's w'itli permanent rights of occui>ancy in the land, who can go in 
lor capital and permanent improvements of land as non-owning tenants 
cannot make permanent improvements. These ‘landowning chtsses in this 
district are as a class not ricli in the sense that they have no large sums 
of money in the lianks. Whenever they have to make any capital eitfiendi- 
ture, they have to go in for loans. There are ordinarily now* three sources 
from whnh they can obtain credit — (1) indigenous hankers and money- 
lenders ; (2) co-operative credit societies ; and 0) the Government. For 
reasons to he stated under each head of the last two the only source from 
which these people obtain loans are the indigenous hankers and money- 
lenders with whom they have the freedom to liquidate the debt* in Hums and 
at times tlioy choose to jiay provided the security tliey offer is adequate. 


1’he rate of interest usually charged on these loans is 10 per cent to 
18 per cent varying with tlie amount borrowed. The interest is less in the 
case of large sums and high in the case of small sums. 

Security offered and accepted for this class of loans is ordinarily laud 
and other immovable properties as the loans are generally long-term loans. 

These classes generally are afraid to invest large sums of money in capi- 
tal expenditure for the reason that, as they have to borrow' this money, tlie 
capital invested and the accumulating interest have to be recovered within 
a reasonable time leaving alone for the time being the enhanced income 
likely to result by the venture. In the nature of things, as investment on 
land is speculation, it has a deterrent effect on petty landowners who have 
to borrow' capita! at a high rate of interest and the return may fail to bring an 
udequaie sum to repay his capital with interest and labour. Therefore, there 
are very few |>ermauent imiirovements made by investing large capital by 
this class of owners. It is true that under GovernmeMt and recently under 
co-operative societies loans are available for lower rates of interests. Since 
April last the Government advance at 6^ per cent and co-operative societies 
at a little less than 9 per cent. But ordinarily improvement on land brin^ 
about per cent to 6 per cent on the investment for a long time, thou^ 
in the beginning the return is very little. 

Again, if a puttadar were to convert waste land into dry or di-y land into 
wet, he has to pay the zainindar or the Government rates on dry and wet 
respectively. This will also add to his cost. In the case of tlie imrndar 
the lion's slifli^ of the return goes to the actual cultivator. W^n the full 
benefit his investment is not realized by him and when the cultivator 
himself will not go in for these improvements, no wonder the holdings are 
not showing 1 ^^ improvements. 

Thm'efore, wlfieilliii&r the returns in ail reasonable probability appear to 
be sufficient to repay the investment leaving a little margin for profits, 
th^e landownei-s are going in for land improvements on capital expenditure 
and usua% borrow by mortgage of lands from th^ indigenous baiUcers and 
and private perwns willing to invest capital on the security 
Qf land. As already mentioned, the interest is from 10 to 18 per cent but 
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general rat|(^is 12 per cent. As the income to be derived by the invest- 
fnec^ depends on various causes and timely rains and the market, and also in 
all probability there will be no appreciable return in the finsit few years, 
thcee landowners do not borrow from the co-optu'atiye sm'ieties or the Govern- 
ment though their rates of interest are low, because, they do not give the 
freedom the borrower has, if he borrowed from i)rivato persons, to diibhargo 
his liabilities in the manner and at the times convenient for liiin. Theijf^ 
is also a tendency on the part of the man who borrows to borrow ^ 
short of his needs and he finds a little too late that he should have#Pii!|pU 
more. The amount borrowed being inadeijuate, all his returns go in towwiw 
the balance of the capital he needs for the venture and be neglects ^ho 
periodical part payments and allows them to accumulate and land him in 
difficulties, so much so that the lender steps into his shoes, completes the 
work and realiees the full benefit of the sc“heme. 

(c) For other sj)€cial needSy i.r., failure of monsoon, arrears of revenue , 
etc . — Whenever there is a failure of monsoon, under the Agricultural Loans 
Act of 1884 a provision is made to advanc'e up to Its. 200 in each case to 
relieve distress and enable the owner or occupier and his dependants to Bub- 
sist until the next harve<st. To get this benefit, the distress must appear 
to the local Government to be real. By the time the distress is recogni»»‘d 
by the Government and help is sanctioned and passes through the Govern- 
ment channels to the sufferer, he either emigrates or starves or wanders in 
search of subsistence from his native home. 

But persons better circiimstaiTced obtain loan in cash or in kind usually 
from the village sowcar in the same way as loans are obtained for cultivation 
expenaes as stated under (a) at the same rate of interest or by pledge of 
gold and silver or by inducing friends to give secoirity for him. In the same 
way loans are obtained to pay the land revenue. Non-payment of revenue 
and failure of monsoon generally go hand in hand. 

Co-operative hauls . — These socic'ties are now formed in almost all import- 
ant villages and have been rendering immense good to the agriculturist. 
They are replacing tlie village sowcar and the indigenous money-lenders 
and the Government’s activities under the Land Improvement Act and 
Agricultural Loans Act largely. These societies could have completely 
revolutionized the existing systems of obtaining loans from other Bources 
and driven the village sowcar out of the village but for the following dis- 
abilities : — 

(1) By the time the societies are opened, the agriculturists have been 
already indebted to the sowcars and the extent of the liabilities with the 
sowcar are such that unless they are in a ])osition to clear their accounts 
with the sowcar they cannot leave him. Therefore, all indel)ttHl people arc 
dej) rived of this benefit. 

(2) Though the rate of interest of the socit^ty is lower than that of the 
sowcar, the freedom allowed by the s(»wcar to the agriculturists to discharge 
the loan in the manner, at the times and in the shape lie could is advan- 
tageous. 

(3) The amount allotted to each village society by the central organi- 
sation is often not adequate to the needs of the whole village. 

(4) The President and the Secretary of the society who are generally 
the most influential in the village have for all practical purposes the choice 
in the distribution of the loans, the members merely endorsing their 
resolutions. 

(5) It is only the well-to-do agriculturists who can offer security that 
are benefited under this scheme; the really needy agriculturists loive 
not sufficient security or credit except the hard labour they can put forth 
which of course is not taken into account. Thus the labouring classes, who 
need help more, are not benefited as they should be. 

(6) The rules of the society are rigid and enforceable rigorously. The 
people in rural areas not having learnt the value of time as the essence 
of their obligation, frequently commit default, as the number of suits filed 
by these societies bear t^timony. 

(?) A closer supervision and extension of their activities covering the 
whole range of agricultural needs and scrutiny that the amounts are spent 
for the purposes they are lent are wanting. 

(8) The rate of interest considering the nature of the soil in districts 
like ours should be lowered at least to 6i per cent at which the Government 
|pans arc offered under the AgncuHural Loans Act, 
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poasibilttie^ of the oo-operfttive societies* usefahicss afo iutmense and 
the future of bettering agricnlturiste and developing land depends upon the 
extent to which those societiea function. : 

Part played by Ooverpment in Agricultural Finance , — Under the Land 
fmprovenient Act of 18B3 the Government advance loans throujid^ their 
Revenue Officers from Ils. 60 upw'ards for the construction and repair of 
wells and tanks and for reclamation of waste, and in ease of wells ^e period 
idf ir{hich the loan is given is 30 years and for ail other purposes if the 
ashouiYt borrowed is Rs. 500 or less, 10 years is fixed for complete repay- 
meikt ; and for loans up to Rs. 1,000, 15 years and for loans above Ks. 1,000, 
20 years. Under the Agricultural lioans Act of 1B84 loans are granted for 
the purchase of seed and cattle up to Rs. 1,000, for other agricultural objects 
up to Rs. 2,0fX) and for the relief of distress on failure of monsoon up to 
Ra. 200. 

The rate of interest charged on these loans has l)een reduced to GJ per 
cent since April this year. 

Security for these loans is taken at the discretion of the officer sanction- 
ing the loan but it should never lie li less than the amount advanced. 

Among the l^veuue Officers, the Taltsildar can sanction a loan up to 
Ra. 600, the Divisional Officer np to Rs. 1,000 and the Collector up to 
Rs. 2,500 and all loans ahoie this amount require the sanction of the Board 
of Revenue. 

The procedure adoj)te<l for the purpose of granting these loans is that an 
agriculturist has to put in his application vmich will be enquired into by 
the Tahsildar if the loan is for an amount the 'Revenue Divisional Officer 
or the higher authorities have to accord sanction for; hut, if it is an alnount 
he himself can sanction, the enquiry will he made by the Revenue Insnector, 
In the enquiry, the enquiring officer has to he satisfied that the application 
is in respect of a bona fide need and that the security offered is adequate. 
When he is so satisfied, he sends in his report recommending the loan 
which is ordinarily granted with conditions attached, namely, that he should 
apply the loan in the approved manner and repay the loan in* fixed instal- 
ments where time is the essence. The Revenue Officers, when oiice the loan 
IS granted, periodically inspect to see whether he is satisfying all the condi- 
tions. If at any time the officer finds that the applicant has failed to earrv 
out the conditions, the Collector will he moved and he can and usually does 
order summary recovery of the entire loan amount. 


The duty is cast upon the Tahsildars to submit every year budget esti- 
mates of the loans required in his taluk for the ensuing year. All these 
repoi-ts are consolidated and the Collector obtains the necessary amount for 
the ensuing year. If any application for loan is not covered by the Tahsil- 
dar s estimate of his taluk requirements or if any application is receiv^ 
8ul>s<^uent to the submission of the budget estimate sent by him, there is 
no chance for the agriculturist to obtain the loan in the following year. 
We nas to wait till his amount is included in the next budget. In emer- 
Rent casM if there is any resei-ve available a special allotment could bo 
made but tins is rarely done as the Board of Revenue has to bo movod. 

It inav 1)0 notioeil that the interest charged on these' loans by Govemmont 
IS only Oi per wnt, that is. much lower than what is charged by the 
operative societies. However, as can he seen, the amount in the district 
borrowed from Government is indeed so ridiculously little and several times 
than the amoun^ spent in the district by the co-operative societies for 
the same purpose. Why do the people not take advantage of the Government 
loans at lower pates of interest? It is because of the trouble involved in 
moving fo cumhemome and heavy a machinery as the Revenue Department 
and again the Tahsildars who are the men directly connected wiUi ^is work 
“2 *y**?®.,?"‘**“*i***" these benefits as it involves them in 

additional dutiee and responsibilities as, for example, the constant snner- 
vision eswfited rf these to see that the loans are nroperly applied and ^v 
discharge^ hnd that the security is adequate. Though (wen in respect of 
co-oi>erative society loans ^nditions are attached and though are 

equally enforceable, rigid rules, still it is easier to get loans fr^ 
from Gwernment, as is self^vident from the fact that the amounte actnallv 
exi^jided for this purpose bv the Government are entirely disproMrti^te 
to the real wants of the district m this Erection. **** portonaw 

JoinUftocJf hup *•»,— There are no swh banks ip this district, 
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Bank of Jndia,-^lt has no direct dealiaigs in ^ricultural finatioi^ 

this district. It moves on a coinmereial basis. ^ The mdii^^oas bankers 
hml j|ioney>]enders have of late secut'ed large credits with this bank in all 
Ihpir" ventures in agricultural advances to cultivators for puriKisea of trade 
1^ command of capital at pool centres and the like, ana thev draw from 
credits in this bank as the interest thev have to pay the bank ia very 
low leaving them very large profits. Similarly, rich agriculturists command 
credits and at times like the groundnut and jaggery seasons they csimmand 
extensive dealings with the bank. 

Indigenous hankers and moneylenders . — I have dealt with the part * 
played by these in answer to (a). 

Companies trading in fertilizers and the like. — Improve<l macliinery, chemi* 
cal manure and similar modern scientific methods are little used in the 
district. Intensive cultivation is rare in this district owing to land lieing 
available for extensive cultivation and thousands of acre's of waste is ^etill 
unreclaimed and in tlie eagerness to cultivate more land, as long as it is 
available, scientific production is seldom resorted to. The simple villager in 
this district is so very backward educationally that ho fails to appreciate 
methods to which he and his father liefore him vvei*e not iu<‘u.stx>mea. Sheer 
necessity to produce more within a limited space and the example of othei'S 
doing the same commonly induce him to follow. As yet such incentive is 
not felt to any appreciable extent. Further, local labour is cheap in this 
district and therefore scientific and modern improved processes do not pay. 
Therefore, companicfti. promoting tlios<* things and giving credit for this pur- 
pose, do not find much scope for business in this district among the agricul- 
tural population. The zamindars could have taken up if they are intei*e8ted 
directly but they do not. 

Capitah — T!ie total amount of capital required for all the above purposes 
would be about Its. 50 lakh^ lor this district considering the vast areas still 
unreclaimed and tJie poverty of the district. The amount mentioned would 
not lie an exaggerated figure. 

Co-ordination among vnrlaus credit agencicn. — I have already mentioned 
in answer to («) that there is co-ordination among tlic indigenous money- 
lenders — the village sowcars and they make* a common cause when necessity 
arises. 

There i.s no co-ordination between the revenue authorities functioning 
under the Agriculturists Loans Act and the co-operative societies. There is 
again no co-ordination among indigenous bankers other than the village 
sowcars. 

Defects in the present system and the remedies. — The village sowcar’s 
rates of interest are exorbitant: his terms of business do not give scope 
for rural uplift because till now he is the undoubted master of agricultural 
finance in the village and alone. The co-operative societies should have to 
replace the village sowcar. 

Now the co-operative societies are functioning for the very purposes for 
which the revenue authorities were constituted to function under the Land 
Improvement and Agriculturists Loans Acts; there is no necessity then for 
the latter whose system of functioning Ls necessarily slow to move, too calcu- 
lating or too cautious to be of real practical use. It is easier to convince a 
local society than a distant Revenue Officer who cannot have the same local 
knowledge. Too much of red tape and official cautiousness tend to dilatori- 
ness in methods at any rate at the base of the official pyramid. Though 
under Government only 61 per cent as against 8 per <*ent of the co-operative 
societies need only be paid for these loans, the fact that several lakhs are 
borrowed from the societies while only^ thousands are borrowed under 
Gkirernment is significant. 

I that the rate of 61 per oent interest now charged for the 

Government loans should be the rate of interest chargeable b;^ the co-operative 
societies and that the duality of functions may abolished leaving the 
societies to carry ont the funoitons of both in this respect. 

In aamindari districts like this, the zamindar whenever he fails to carry 
out any reasonable scheme of land improvement at the instance of the ijoio 
the oO-operative societies should be allowed to finance the scheme and hold 
the land as a first charge for the sum advanced. 

The petty landowners and large patfadars do not feel encouraged to make 
improvements on land for want of money at cheaper rates of interest and 
security for reaping the fruits of their venture as against the tenanhi culti- 
irutiiig under them. This middle class fequjres all the enoouragemeut 

*':■ : ■ ■ ■' r ■ ^ . 
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Improvement of land. In their proepm-ity Ike tite future of agriottHtm, 
ae the agricultural labourer and under-tenant who just manage to merely 
enltivate the land cannot be reasonably expected to undertake land improve- 
ments which reonire financial security. In the revision of the Estates Land 
Act, it is hoped the inamdar*s and the paHadar*s |>osition will be properly 
safeguarded. 

Lastly, I suggest that the future depends upon the facilities afforded 
for agricultural finance by land mortgage banks for long-term loans. For 
want of such facilities and for want of opportuniti^ of getting long-term 
loans on low interests much land is lying waste in this district and improve- 
ments are not adequately made. If this is fKwsible, I am sure thousands of 
acres in Jeypore aamindari and Viaianagram samindari now lying waste 
will l)e brought under cultivation and many a water-course will be made 
proper use cn. There are now thousands willing to stop in this district 
instead of emigrating, if there is sc^jie for this labour to be financed locally. 

2. Princijxtl crops of the district and the method of marketing the same 
— (a) Paddy (and pulses ). — As the quantities ^own are not even sufficient 
for local consumption, they are ordinarily sold to grain merchants or rice- 
mill owners after reserving stock for village consumption, who, in turn, 
intll them into rice and sell them in towns and villages for district consumpr 
tion. In taluks where they are grown in large quantities, the ryots sell 
direct to wholesale merchants or consumers in large quantities.* Betail 
marketing is done by the village sowcai-s in every village. 

(h) Tohaeco and small quantities of chillies and onions . — Grown much 
more than is needed for local consumption. These are exported to Burma 
(Rangoon) and colonies where Indian labour is working, such as Annatn, 
Natal, etc. These are usually purchased by local merchants and sold to 
agents of cM:>inpanies of Calcutta or Madras who directly deal with the foreign 
merchants. Sometimes middlemen intervene between ibhe local merchant and 
the agents of the said companies. 

(r) Oil-seed and agency produce, leaves . — There are two principal centres 
of trade, one at Balur, the other at Madgole, besides minor st^^tions where 
middlemen arrange terms with the resident agents of firms of Calcutta and 
Madras and purchase the crop from the cultivator and sell them to the 
agents. 

(d) Groundnut . — Of late this has become the principal dry crop in the 
district, being largely jjrown mostly for foreign trade. European companits 
have local agencies which buy up the crop through middlemen. The culti- 
vator sell.H in advance at a rate fixcKl to ^le sowcar who, when the crop is 
dug up, pays the cultivator and takes the crop either to the pool or sells to 
the agent of the company, 

(d) (1) Gingolly and other oil-seeds come next to groundnut for foreign 
M well as inland trade in the same way as groundnut is marketed. There 
is a centre at Vieianagram for carrying on inland trade of oil. There are 
oil oxpellei*s in this place and at Anakapalli and there are oil presses also 
in some other places. 

(e) Ja(/flr«»’J/ ~-Sugarcane, out of which jaggery is made, is largely grown 
in the southern taluks of which Anakapalli is prominent. During the season 
temporarily, firms will be opened for four months in the year, for the purchase 
of jaggery to sugar factories, distilleries, and some companies of Bombay, 
Calcutta and Madras through their agents. 

(/) Mangoes . — These are grown extensively and exported to inland 
stations like the Punjab, Calcutte and other places in Northern India largely 
depending upon the market conditions of Durbhanga and similar Northern 
India garden centres. During the last two years the pool system is followed 
in Alamanda, an important mango centre. Temporary firms are being 
opened for three or four months "in the season wHo purchase the crop and 
sell the same to agents. The agents advance on agreement to firms who are 
enabled to pay in whole or in part for the crop and deliver same to t^ 
agents. ^ 

ia) Jute . — Mills at Nellimarla and Chittivalasa, purchase produce knd 
make thenv into bags, while shippers purchase through agents for foreign 
export. 

PossihiUties of forming pools and of eo-operative effort . — ^The pool systetn 
is now being adopted with regard to jaggery at Anakapalli, as regards 
agency produce at Salur and Parvatipur, at Alamanda as ^ggards mangoes 
and with reference to groundnut at Pondur station, Dosi. Vizianagram and 
Amadalavalasa. Local merchants and temporary merchants camp at these 
places in the season to which centre the agents of comnanies or merchants 
df foreign places or other inland stotions come and likewise camp. This 
pool system has found favour with nuddlemen and local merchants and there 





U ^rery aad likelihood of its growing into a settled imiituUon, 

al ^ has been found advantageous for foreign agents to do business at one 
cebtre and devoiOp continueu relations. It has been found advantageous 
to tbe local merchant owing to the control he has over the market. This 
pool system does not appear to confer any advantage on the producer 
however. 

t*res€nt $ysttm of obtaining credit facHHieB dtirint; marketing. — A 
an agent to a firm (Foreign or iudian) advances to B the local agent, and 
on to the producer the ryot. B advances to the lyot and takes tlie produce 
from him and pays him tn full at the market poof a*hep it is delivered and 
then B forwards the produce to d. .4 gives B a hundi to a local merchant 
or to a hank where he has credit. B is generally a local merchant and 
money-lender with credit. 

If he 18 not a man with credit he cannot lie B but only a broker. Jn 
other aords B has no credit facilities except what ho could iiersonally com- 
mand by borroa^ing from local money-lenders at the rate of 12 to IB per cent 
or draw from the Imperial Bank from any ci*edit they can give on enquiry 
made by the bank regarding his hnancial a'orth. 

Credit facllitieB required during marketing. — The local merchant, sowcar 
or middleman, generally described as B in the above paragraph, is a person 
who cannot unefortake extensive operations, as the credit is purely personal. 
If in the jilace of this B co-operative societies were to step In and give 
credit for marketing purpases and for hnanoing of products during market- 
ing. the produtrer will lie benefited and the local businessmen can have 
large scope for business with such credits extended to them by the co-o^ierativo 
societias a^hose interests arc lou’ and w'ho may lie permittcKl to advance on 
business instead of on pui*ely personal security demanded by local inoney- 
lendei's. 

Difference fpettreen Internal fmde and Foreign trade. — In this district 
there is no direct dealing with countries outside India, adiich business is 
carried on by^ agents of firms of Calcutta. Madras and Bombay, residing in 
the district either permanently or during the season. Bo also in the case 
of trade l>etween this district and other parts of the countrj' through agents 
of .such parts. Therefore, so far as the local business is concerned, there is 
no difference lietween foreign and inland trade. 

Part played hy banks and merchants in the process of marketing. — The 
Iniperktl Bank gives credit to local merchants and landowners or capita- 
lists engaged in trade from the credit allowed to each on enquiry and 
registered in the bank books. This is purely credit alloaed to persons. 
Sofhetiines on merchandise the bank is giving credit to approved customers 
and cash huiidi.s, etc. 

The cooperative banks are not playing any part in this respect. 

The indigenous bankers and moneylenders advance on produce or on 
promissory notes and collect their dues either in the shape of produce or 
cash with interest but do not engage directly in the business where they are 
not the iniddleiiien themselves as mentioned above as B. 

Internal remittances are either by cash or by hundis to merchants, but 
only to such of those who have dealings. 

Defects in the system and suggestions for improvement. — I may repeat 
under this head again that co-operative societies have no hand in the process 
of marketing by way of affording credit facilities and act as middlemen 
replacing the sowcar, between the producer and the buyer. On this account 
the scope for business is limited. The producer is not having his W'orth. 
Large profits go to local money-lenders who advance at exorbitant rates of 
interest in this season. Current market prices and marketing conditions 
are a sealed book to the agriculturist ana local tradesmen are unable to 
undertake extensive oi>erations owing to limited personal resources. I would 
suggest that the co-ox>erative societies have to step in and . undertake to 
finance in marketing and organize to bring the local produce to market 
centres throu^ their agencies. In this way not only adequate credit facili- 
ties will be afforded to extend business but tbe agriculturist will be induced 
to grow produce which brings him large profits and enables him to reach 
the market and sell his produce through th^ agents for whatever it is really 
worth. 

Negotiable insf^mmenfs. — Tn marketing, promissory notes, bills, and 
cheques are seldom used. Hundis are us^ but owing to high commission 
payable on it, it is' avoided, if possible. Casli transactions are popular 
inasmuch as business in this district is not for heavy sums and extensive and 
flio eisice the agrionlturiat has to be ordinarily paid in easii* 



ttwuUn are of three kitida in tuse in this di4ftrietr-<l> Daramna htindi, 
(2) ordinary hundi» and (3) sight bundis. The daramna kundi, as its name 
ita]»lie6, is payable on si^t and the ordinary hundi Is payable after eolleo> 
tion, Sample forms of these hundis are attached. Sight hundis ere those 
which have to ]>e paid up after the dates mentioned therein. 

Heavy coiniuission is charged on these hundis, e.g., 4 annas per Rs, 100 
up to Hs. 1;000 and 2 annas above that sum per Hs. 100. If the commission 
is reductHi, there is scope for their use extensively. Hundis emanating 
within this district are locally discounted and sometimes through the hanh. 
They are held by middlemen and merchants who are, in one sense, commis- 
sion agents themselves. In case there is no hank credit, the use of the 
middlemau is necessai^ which involves additional commission. There is no 
separate institution of commission agents in this district. 

Other instruments of ownership of goods. — Letters from merchants and 
railway receipts for goods are usually employed for raising money during 
process of marketing. In case of railway receipts, the advances cover largely 
tlie value of the goods covered and in case of the letters from recognised 
Arms or merchants one-third to two-thirds of the value of the goods is 
advanced. 

JHfficultAen in the use of these instruments. — Tf the matter covered by 
them were to go to a Court of Law, penalties will l>o levied as unstamped 
docniments. They are subject to the ordinary law of contracts and subject 
to the same dilatory i)rocess with all attendant proofs required for enforce- 
ment as any other. 

They may Ik? classed us business instruments of trade, without penalty, 
to Ik? fi'eely used in court without undergoing penalty. ^ 

Lire used warehouses . — I do not know of the system prevalent in the 
tTnited vStates. In this district, owdne to the construction of the Viaaga- 
patam Harbour at its headquarters, which is expected to draw inland trade 
of Central India as well as a portion of the trade now jiassing through 
Calcutta and Madras as a direct trade-route to the East, there seems to be 
every jaissibility of clc?voloping some approved system of licensc^d warehouses 
along with ports like Bombay and Karachi on the West, whatever the linos 
on whicli such a systoin should he run. As the Vizagapatam Harbour ware- 
hous<? Kidieme is yet to lK?gin (though in the near future), it could be run 
on approved limvs as none exist. Btnte aid which involves, to a certain 
exU*nt, State control, is said to Ik? the best expedient in all matters where 
the country us a whole is affected. The Vizagapatam Harbour is an Imiieriul 
Port with which if the warehouse system were developed there is a greater 
security that it will not fall itito the hands of a few loreign companies with 
extensive hank credits and Ik* conv'erted ns European preseiwei's in virgin 
localities likt? ours where big Indian capital is yot not forthcoming. 

3. Value of land per acre for different crops in the district, — The value 
depends according to the local i^ty in this district w'hich is the most extensive 
in India. However, the following table is given as an approximate value : — 

Value per acre (dry). — Land yielding dry crops — ^Rs. 100 to Rs. 400 per 
acre as follows : — 


Lana yielding tobaooo and siigareane on dry , , t . Rs. 260 to 400 

„ ragi, chillies 200 to 800 

♦ ^ groondnat 160 to 260 

Land for gardening purposes .. ,, .. ,, ,, 100 to 200 

Agency land yielding wild growth 20 to 60 

Vmlms per etere Land yielding wet crops , . . . Rs. 300 to Bs. 160 

Land under projects a id perennial water-supply, as for 
example, in taluks of Palakonda, Anakapalli and 

Sarvaaiddi, which can yield two crops 600 to 1 600 

Land led by tanka, hillehreams, etc., which ordinarily * 

yield one orop only in other taluks 800 to 600 

Value of lands pw aore — 

(1) In Ooverninent and saxoindari auctions, dry ,• , . ,, 60 to 300 

/o^ ••wet.. „ 200 to 400 

(2) Court sale wet , . . . „ 300 to 600 

*• ,. .. .. „ 200 to 800 

(3) Private negotiations .. .. ,, dry .. . . 260 to 600 ' 

r •• ..wet.. .. „ 600tol,600 


tf.]}. It may Ik? noted that in aamindari sales the sale is generally for 
only a few^nts of land to cover the arreai's due to the estate. Whole rfols 
are rarely broumt to sale. There are few Government sales as f^venanent 
lands are very Tew m the district. 





^ 4. Tiiere is no legal impediment to mortgage of land. 

Xoful or holding$ by fuU owner , — The only difficulty is the extent of ria^ts 
#1 the inamdar and pattadar in certain classes of land by reason of conflict* 
mg decisions on the provisions of the Estates Land Act 190B. 

Land mortgage and agricultural banks aio just being opened in this 
|)rovince for long-term credit. It is too soon to say about them as they are 
|ust fresh and the method of work and raising capital is what is mentioned 
m their prospectus. 

In such an extensive province like ours the opening of a bank almut 
6(K) miles away at the provincial capital, suffers in its usetuln^m by its 
remoteness unless district branches are o|>eiuHl. At present there is no pro- 
vision made to o|>eii district branches. Every district should have a branch 
of these banks, which can replace Revenue OMcials' functions under the 
Agriculturists Loans Act and the Land Improvement Loans Act and 
co-ordinate with the co-operative societies. 

(o) dj (h) The existing registration process seems to be satisfactory since 
no complaints are held, iti mattei*K of rights and ownoi*sliii» of land, in the 
nature of things there can lie no simpler procedure. As regards foreclosure 
and sale, if the usual delays of law (courts are nut eiieou raging to mortgage 
banks, any simpler prcK^ess like the one given to the aaiuiiiclur under sec- 
tion 112 of the Estates Land Act, if given, will have a deterrent effe<»t on 
the agriculturists borrowing from these banks, as speedy loroclosure and 
sale of [)roperties for low amounts at auction is a penalty hanging so heavily 
upon them that they will not borrow adeciuate sums for effecting improve- 
ments and half undertakings do nobody gcHKl. I do not suggest any process 
which* reduces time by which the debtor can yet release himself. 

(f) The cost of obtaining encumbrance cei*tificatcs and the like is not 
considered exorbitant. 

The working capital of mortgage hanks may l>e derived from all the three 
sourees inentioned but debenture bonds shoulcl have the State guarantee for 
l)oth prineipal and interest if they are to Ihj usefully iasued. The State 
ran have i>eri<)dical scrutiny, audit and surcharge. The hank can raise on 
deposits at 5 per cent and on fnnds from central institutions at 0 per cent 
and on debenture bonds again at 5 per cent. They can lend at OJ jicr cent 
to 9 per cent according to the sum advam^d. If they have the GovernraciTt 
guarantee, as the interest they allow is more than the Government and 
current bank rates, it is likely to l>e attractive and there would l>e sufficient 
margin if they give long-term loan.s at 61 per cent to 9 per cent. As a 
matter of fact the interest charged by Government since April this year on 
long-term agricultural loans is only 61 per cent. The hank cannot have 
very much more than that and at any rate not exceeding the rate of 
co-operative societies which is now" even a little loss than 9 per cent. 

If 6 per cent is allowed tf> central institutions, they w’ill be willing to 
invest, as again the rate of interest they get irom Government is very mucli 
less than this, if there is no Government guarantee to these loans, the 
banks will not have several <lcpositing with them their earnings. The 
co-ordination of the co-operative societies with the mortgage bunks seems 
essential for proper .w-orking of the whole scheme and the consolidation of 
these activities will give adeciuate provision for finances and the local knowl- 
edge available to co-ojjerative societies will be of i?nniensc advantage to the 
hank w’hich can always supervise the w(n'king ol the system through its 
district branches. 

5. There is no such estimate either for the village or for the district of 
the existing indebtedness of agricultural classes. In respect of amounts of 
debt secured on land and other iminovable projierties {as even the villag^e 
house mentioned under clause (r)], for all amounts for which registration is 
riecessarj*, the consultation of the records of the Registrar's office in the dis- 
trict, and ihe records in courts for a period ot twelve years, the consultation 
of the revenue records w'liicli may show- indebtedness to Government under ihe 
Agriculturists Loams and Land Improvement Loans Acts and of the records 
of co-operative societies which have been recently advancing loan for these 
purposes will give a fair estimate of such ind^bt^ness^ while debts incurred 
on movables and implements can only l>e had by a minute local enquiry in 
consultation with the village sowcar's liooks and local information generally 
available to village officei^s who are the document writers and mediators. 
Registration records also show even in cases where no specific property but 



general security is all sums secured over Rs. 100 on such seeiirity ot 

prcmrty situated within its jurisdiction. If it is neoemtry to get aocturate 
ana reliable record of indebtMness a district oommisaion for every district 
has to Ite appointed, to prepare such an estimate, in the same way as 
district survey is maae. 

As stated aljovo, there is no such estimate even for a village ; the other 
qutwiiou rais^ under this head cannot be accurately answered but in a 
general way it can be said that most of the debts are incurred for-r- 

(1) payment of earlier debts and growing interest, 

(2) payment of land revenue and sustenance in times of distress, 

(3) seed and manure and bad farming. 


For the education of children in rural ai^as no debts are incurred by agri- 
culturists who do not go in easily for educating their children as their 
services are needed on the farm even in their tender age. The Local Fund 
free schools are not thickly attended owing to this apathy. They do not 
also incur as a rule any debt for improvement of implements, the old style 
lasing still followed in sjiite of demonstration, while sinking welU and 
irnpi’ovemeni.s are rarely undertaken by going in tor debt, unless nard pressed 
by such wants. Amount incurred under this head will generally be very 
small and ns regards marriage and social occasions most of the agriculturists 
belong to classes which do not go in for heavy expenditure under this head. 

The debts of agri<‘ulturists are largely due to the sowcars and money- 
lenders than to others. 

*■ 

The interest charged on them is from 12 per c*ent to 24 per cent and in 
a few cases even 32 per cent if the amount of debt is only a few rupees. 

Yes, there are a large number of people. Good farmeis are losing hold of 
their land hy the enforcement of debts and the property passing over to 
creditors, they themselves becoming tenants at will or emigrating. to Rangoon 
and other nla<‘es from this district. If this proces.s were to continue, petty 
farmers wifi gradually disappear and in their plac^e hy a process of assimi- 
lation larger holdings will come in. It is by indebtedness and constant 
pr(?ssure that those petty farmers are i)Utting their strength to the last 
ounce. 


If they become mere agricultural laliourers, then they will have no 
subsisting interest and therefore the consequent loss of incentive. So long 
as they are in the state of indebtedness they cannot afford to Ix) callous and 
Ja«y. 


6. Ejtistitig subsufianj industries — 


(1) Garden iii-odnce. 

(2) Gi'ouiidnut and rice milling activities. 

(3) Tobacco factories, Tlu^se are called factories by the villagers but 
they are mere drying and dressing sheds. 

(4) Sugarcane grinding and making of jaggery with or without 

modern implements. • 

W Oil industry, i.e., making of gingclly, groundnut and other kinds 

oi oils. 


plates for eating food (extensive trade). 

(7) Making of baskets, mats, etc. 

W Making of gunny hags (factory). 

/iA\ ® other village industries in certain localities. 

(10) Ghee and other dairy preparations. 

(11) Poultry, sheep and goat farming. 

Cotton ginneries and hand-spinning and, in the case of some 
people, weaving coarse cloth. v v w ouum 

Atklifhnal indmtries in a Mmalt troj/— 

(!>" Bell-metal industry. 


(2) Brass vessel and utensil making. 

<3) Leather curing, 

(4) Iron Work and wood work. 

(S^ Irory and koni irork nt keadqttnrters of the district. 



56 


JHeikadB hy tthich these imtustries could he encoutraged, — ^In drawing up 
ii for rural development for the Viaagapatam Taluk Board's area, aa 

a^lie health, communications and water-aupply by Uiemselves cannot uplift 
village life without agricultural and economic uplift of the villager, it 
waa propoeed under that scheme to start in every circle of 10 to 15 viHagee 
a rural economy school to teach and encourage subsidiary' industries suitable 
to each locality not by importing new industries, if possible, but by enoourag* 
ing old ones. This economy school is modelled after its prototype in Ourgoan 
in the Punjab, hut to which the village schoolmaster and the village leaders 
are invited to co-operate. The scheme is just brought out. To encourage 
subsidiary industries is not a legitimate function of a local hoard, but, as 
the local lioard members are not prohibited to engage in such a work, it is 
nroposed to keen this activity as strictly honorarv work both for the mem- 
bers of the local board and the like who may assist, if they wish, as a labour 
of love. As public health, water-supplv and communications are being 
administered by the taluk lioard, this will not take them out of their way, 
if they advise in this matter also along with them. There is of course the 
financial side of the question. Without aid it is difficult to secure working 
capital for such enterprises. The taluk board cannot of course incur any 
expenditure in thi.s direction. Therefore, it is proposed to request tho 
Government, that the local co-oi>erativ© societies be allowed to give 

financial aid and work out this part of the scheme in co-operation with the 
taluk board. The f1etai>s of the vobonio have not Wm ns vet worked ont 
and the views of the Local Self-Government Department have yet to lie 
obtained. But I for one l>olieve that unless there is co-ordination between 
the varioua bodies, like Iwal boards, co-operative societies and the like, in 
each Jocality rural uplift in all directions cannot bo satisfactorily workeil 
out. In ancient India all these activities appear t-o have l»een worked out 
from one local unit. Further, the co-operative sociotit^s, liesides financing 
subsidiary industries, can organize to help the producer to send his produce 
with facility and profit to market centres with the aid of tho rural economy 
organization mentioned above. 


Enter j)ri.<es a farmer can mahe in sjjare time . — Farmers of large holdings 
will ordinarily have full-time work, as they have to jirepare the largo 
acreage with manure, etc., look after gardens and so forth. It is the 
small fanner who finds no work for a few months in the year and who needs 
some subsidiary engagement to supplement his income. Mahatma Gandhi 
has introduced a subsidiary occupation, the use of the spinning wheel. 
There is no doubt that spinning and weaving is a good subsidiary occupation 
for villagers and in this district most of the agricultural classes wear 
khaddar or coarse cloth and have lieen doing so for ages. Many an agri- 
culturist's wife is even to-day seen at the charka in several villages. 
Spinning yarn and separating cotton from the wed is a woman's o(x*u- 
pation among agricultural classes and weaving has hocome the occupation 
of only a particular class of villagers. To adopt this as a universal secondary 
occupation cannot he accepted as sound. Ixical industries and local oppor- 
tunities have to he taken into due c'onsideration. ft will lie a loss to tho 
country to allow such industries to die. There are in this district several 
places with different opportunities^ of making use of tVieir time. Villagers 
close to Agency tracts are engaged in making leaf plates. They get the 
leaves from the Agenev end these leave's stitched into plates give occupation 
to hundreds as the article is in great demand all over the country to which 
it is exported largely. In such a locality such subsidiary occupation, as the 
Agency produce can profitably allow them to occupy, can be pursued. They 
can even cart timber from the Agency in spare time and open depots. In 
localities where mulberry can be grown, the silkw’orm industry can be 
follow^. At one time there was a craze when in several places this indiisti^ 
was started. If one starts a thing, every ene tries to do the same and in 
the result all have to give up. Again, lac industry is found in two or three 
localities; they may be encouraged bv financ^ and improved methods for^. 
better and extensive production. Mills have just now become the craze as 
the num^r of mills started all over within these few years show. Unnew^ 
sary competition due to overcrowding of the same activities has been spoil- 
ing. l^ey should be taught first to go in for a variety of enterprise. In 
places where the weaving classes who are also agriculturists predominate, 
thev ere using snar« time in weaving. Thev can he encouraged in these 
lo^Mdities to pursue that industry and given such aid as they may be in need 
of. It is the boast of Pondur in this district that it can produce handspun 
and woveu cloth as fine as No. 200 Glasgow muslin. There is, again, bell- 
inilal industry in aqme parts and brass vessels manufacture in other places 
Ano^in-curing amtl^lmilarly, other industries in small scale here and there 
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Mid »I1 oyer the district. Some of these yrorkers are not agrieoHm^ bn* 
rttrftl man who«6 primarv occupation is these industries while ® 

a small way is a sulisidiary occupation to t^m« As has been Minted Mt, 
each locality should hare such subsidiary industry which ibcai aonditiaas 
encourage, and, where none existj spinning and wearing is an excellent 
substitute 's a 8ub8idiai7 occupation. 

' Cooperative societies alone are the l^est expedients for financing such 
Ifx^al industries as observed. They will have that local knowledge and local 
interest essential for a sympathetic encouragement of the industry and 
constant vigilance over the undertaking. 1 Iwdieve the aliove answer covers 
the questions 6 and 6- A. 

7. There are no joint stock hanks in this district. Co-o|>erative Bocietiea 
in this district have no dealings with indigenous hanks. The oo-operative 
societies and the Tnipei tal Hank discharge in respect to them mere hanking 
functions. The fH>-operative societies keep small sums of money in the 
Imperial Bank. The Imperial Bank gives the co-o|>erative societies over- 
draft accommodation. That is the relation betw’een the two ^ the co- 
operative societies otherwise get their money from central imstitutions. The 
(ro-operative societies have not adcniuato moneys with them to meet all 
demands. They re<|uire large sums to advance long-term loans which they 
are not now able to do. Though in the district private persons and local 
bodies are depositing moneys with them, it is necessary to have this growth 
accelerated. Lakhs of rupees foi- this district appears necf^ssary. There are 
some societies which arc not coinniaiuling public wnfidence in certain loca- 
lities; hence they are not having deposits and find themselves in financial 
difficulties. Thert' are no joint stock companies* in this district. There is 
possibility and do>sirabilily of granting financial concessions as suggested in 
the quastion. 


7 7 . — 7 ndi {/enous han 1c ing. 

1 <fe 2. There are, broadly stating, two classes of indigenous, hankers — (a) 
the village sowcar, (h) money-lenders in important town.s of the district like 
the Marwari merchant hanks and rich money-lenders of the Vaisya community 
^nd individuals of similar ocrcupations. 

The functions of the village sowcar are stated in answer to (a) of part I. 
He is the pei*son chiefly dealing in dire(?t agricultural loans on security of 
crop, laud, gold and silver. He is often the owner of land coming through 
business and the village grocer. He deals on katas and promissory notes as 
stated in an.swor to (a). He also deals on pledge and also engages on trade 
of agricultural j)rodtice and acts as middleman to agents of firms. He rarely 
invests in indiistric's which are not his own l>ut he himself is sometimes the 
owner of a rice mill. His chief oeciipation is to lend the advances to culti- 
vatoi’s. at the various stages of the agricultural operations stated in answer 
to 1 («). 

The Marxvari hankers and town sowcars , — They are pure money-lenders, 
lending money on promissory notes and on pledge of jewels, golcf and silver 
and on mortgage of immovables. Thev do not undertake to finance agri- 
culture. They lend to agriculturists also not as agriciflturists but as indivi- 
duals on security for loans advanced and such security on promissory notes 
is often taken with joint liability of another solvent person. They are 
money-lenders as a class, though a few sowcars even in towns lend to agri- 
culturists on mortgage or to village sowcars if they are petty sowcars needing 
their help and unable to secure bank credits. These sowcars of late have 
dealini^ with the Imperial Bank where they command large credits by whidi 
they finance trade but not industry except on personal and property 
security. 

51. The capital invested by the several indigenous banks will be several 
^ lakhs of rujiees in the district hut I cannot give an approximate figure 
even. , 

As regards the extent of their business, the village sowcars practically 
cover up all the villages and the town hankers throughout the district. 
Their working exoenses are not much. They maintain one or two elerka 
each and the legal charges they incur are mere advances since they recover 
them. There is co-operation among the village sowcars dealing with eufti- 
yatoie, who, whenever necessary, make commdii cause and maintain more or 
less friendly relation with f^tow sowcars though competitors. Among the 
town swears there is no such relation or co-operatiaa^J||ch is for himiilf, 
thoui^ they avoid coming into conflict with another’cSHningB. 
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Few of the vUlage sowcare hare dealings with the Imperial Bank but of' 
lllltii owiJig to businees operations being extensile they try to obtain bank 
AMit aa that wiil be useful to them in marketing aeaaone. The other 
d iees es have dealings w^ith Imperial Bank where they obtain credit and 
bpiTow for low intei'est so that they can lend at high rates and draw large 
profits. As their business is extensive their periodical collections are ample 
to repay bank instalments. Thete is no co-ordination among them. s ^ 

4. Please see answer to 1 (2). 

The form in which the hnndis are drawn up can be seen f]*om the samples 
attached. The forms in which promissory notes and deposit receipts are 
drawn are also attadied. 

5. Loans are granted either on promissory notes, pledge of valuables 
or on mortgage of properties. In the case of promissory notes, joint security 
is usually demand^ if the person is not so very solvent. In the case of 
pledge from i to 3 of the property value of the articles pledged is advanced 
and in the case of mortgage sufficient security is secured to cover interest. 

But ordinarily the loan is not allowed to run for more than three years 
without payment. Promissory notes are taken with interest atlow^ to 
accumulate for a year when it will be added to the principal and a fresh 
note is taken. In case of gold and other valuable pledges it will not be 
allowed to accumulate more than it is worth of course and interest is col- 
lected every six months or a year. The market value of gold and silver will 
also he taken into consideration from time to time. All these loans are cash 
advances. 

These indigenous bankers are capitalists themselves commanding some 
amourit of ready money always and also persons having credit with the 
Imperial Bank from which they obtain their funds to meet demands. But 
the floating capital i.s largely their own. The hank is l>oeoming useful to 
them as wdth its aid they can float more capital than their resources 
command. 

jD€po«i f^.-r-They allow 6 per cent on deposits received by them if tho 
amount is large or if small ij per cent. 

6. 12 per cent to 24 f)cr cent are the rates of interest which agriculturists 
have to pay at present to tho indigenous banker. Those high rates could b# 
put down by organising co-operative societies in every important village to 
replace the village sowcar. 

The reduction of the rate of interest will certainly confer a boon on the 
agriculturist and better his condition of living and improve land. 

7. Yes. 

Yes. 

Not that I know of. 

I believe so, if we look from the point of view ot the banker. 

8. As I believe that, in the Intercast of the agriculturists, co-operative 
societies should replace the indigenous village sowcar and land mortgage 
banks tlie town sowcar, so far as agricultural mans are concerned, my answer 
to the first three parts of the question is in the negative. 

As regards the last portion of the question the attitude of those bankers 
would be against such a measure and would not ho agreeable to any publicity 
if not for any reason for fear of the income-tax offices at least. 

9. Will be at least 12 per cent on the capital invested after meeting every 
incidental expense. 

10. No. Sometimes on account of the unacoeptability of the oecurity 
offered and sometimes on account of insufficiency or capital. 

12. So far as this district is concerned money is never lying idle in the# 
hands of the indigenous bankers during any portion of a year. They always 
find employment for it. 

7/J. — Investment habit and attfaction of capital, 

1. Banking resources in the province, — X am not able to speak for the 
province as a whole, 

8 



2. I boJieve postal cash certihcatos are all now withdrawn in the ^Ustrict. 
When they were in use, they were so few in use that it cannot be said to be 
popular. By increasing rat^ of interest to make them attractire their popn- 
rarity can be hoped be increased and the rates require revision. 

Savinira bank afford adequate facilities for investments to such as can invest 
in a small way piecemeal and arc a little educated and are able to put by 
a little every month such as clerks and other employees and who are in need 
of drawing the amount back at any time and therefore cannot lend to others 
even thousd^ this other course may bring in higher interest. If the rate of 
interest allowed is increased, they will attract better class of investors with 
large sums to invest. 

Now that the rates allowed by co-operative societi^ on deposits are far 
more attractive, there c'ould be no i>ossibIe competition of Government in 
this dtre<^ioii. 

3. Oovemmenf Securiius , — Of the three kinds of Government securities 
both hearer bonds and stock certificates are not in use in this district. 
'I'hero arc only the promissory notes which could l>e purchased at the local 
branch of the Iin|>erial Bank or at the Provincial capital. If there were 
to be no banks in this district, the treasury would sell them but that only 
at^^ue time. During issue time a chalan will be issued by the treasury and 
the amount will he paid on it to the Bank if the Bank is there to receive 
it. But after issue time, the treasury will have little to do with it as the 
Bank functions instead. The small investors and small agriculturists can 
usefully invest in the co-operative societies whose rates are more attractive 
and who will be within easy reach in rural areas and therefore I am not in 
favour of attracting them to Government securities as the sums involved are 
so small. 

There are no securities other than Government securities that could 
sold or purchased in this district. When people have any money in their 
hands by sale of produce, they invest either in the improvement of the hold- 
ing or the increasing in live stock or lend to agriculturists or lend on land 
with a view to purchase it ultimately or invest in gold. They' do not bank 
the money and ordinarily it will not be in their hands long hut it is iitilised 
for any of the purposes mentioned above. Jhis district being a poor district 
Ilirge sums of money are rarely in their hands. Even if large surns are in 
their hands, they find immediate facilities to lend for interest or invest in 
trade of produce for profit. During the short tinie the money is in their 
hands they secrete it in their houses. The farmers lend to fellow agricul- 
turists ordinarily at 12 per cent on promissory notes or 10 per cent or 
11 per rent on mortgage of land. Tiie farmers invest surplus money as 
mentioned in the previous paragraph. As the ryot population are poor in 
the distnet, they rarely have large sums. The little surpluses they get are 
found to^ be needed for themselves and there is little distribution of capital 
among the indigenous population in this district. 

4. Cheques are not much in use in the district for the reason that deposits 
are few in current accounts. As most of the oflFices have their deposits or 
funds in the bank, they use cheques and, as most of the officers have deposits 
with the hank, they also largely use. hut among private persons in this 
district this habit has not grown and on this accounts the abolition of the 
stamp duty has no appreciable effect in thi.s district. Educated people who 
can afford deposits and opening of current accounts, high salaried officers, 
samindars and such classes who do not usually invest moneys for interest, 
use cheques. The use of vernacular scripts will allow an increased use of 
cheques. 

5. Yes, it is of a slow growth. 

Failure of the Arbuihiiot Bank which scared away many people for years 
and the failure of several small banks opened in large numbei-s in or about 
the year 1908 or 1909 in this district are mainly responsible for the check of 
I this i^owth, although the tendency to hoard or invest in gold is still strong 
and investment in productive undertakings will gradually grow as people 
are better educated to appreciate the usefulness of these investments by 
propaganda as much as by practical demonstration of such usefulness and 
utility of improved methods. 

The opening of new branches of the Imperial Bank h^ popularised bank 
dealings by affording greater facilities within easy reach and stimulated 
trade, checked hoarding and investment on gold, promoted cheque habit and 
afforded security for depositing cash and gold. 



fi'ORM OV A DABSAKA HUXDI. 


At fcigbt of this sols of Exohmiget pleats pay — 

or order at (plaoe) the sojii of Es. 

(words)- for Talus rsosiTsd in oath* 

(Bi glia lure) 


To 




FORM OF A HUXDI PAYABLE WITHIN A PRESCRIBED PERIOD. 

(15) (fifteen) days after date (or after sight) please pay 

Gt order, at (place) the sum of Rs. 

(words)— for talus reoeited in cash. 


To 

M.R.Ry - 


(Signature) 


FORM OP A DEPOSIT RECEIPT. 

Place “ - 


Ko.- 


Date 


Wanted h Deposit Receipt for Rs.- 



In favour of 

1 

Period. 

1 Hate. 

1 

Silver, etc. 

• i 1 

; 1 



Notes as on back 




Cheques 

i 

! ! 

1 

months. 

per oent per 
aniiam. 


F.D.R. No. 


Applicant. 

this form is not to be used, on ordinary receipt will be provided. 
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FOBM OF A PR0MI880BY NOTE IN TELUGU. 
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(A translation of a Teinaoular speoimen into English.) 

FOEM OF A PROMISSORy NOTE. 

Proaiissory note executed by ; 

80t( of residing at — - 

in favour of — residing at 

on (date) 

On account of my necessity (mention purpose ) I borrowed 

from you tho sum of R«. (in words) which I promise to wy you 

or order on demand with interest a t— ^ per cent per mensem and will take back 

this note duly endorsed by you on its back noting down the payment. 1 have reoeived 
the oomideration of this note in cash. 


Witnesses. 


Signature. 


Written by- 


el 


Written eridenoe of K. V. BAQHAVACSABX AvL, BA. ^ 

B L*. Vakil and President of the Co*operative Bank, Nellore. 

/, — AgrkiUtural credit and credit fucifitics for small industries. 

I, There is no orgauixed system except the co-operative societies, by which 
the agriculturist in my district obtains iinanco for the expenses of culti- 
vation. Even the co-operative societies are not freely resorted to, as 
money is hardly obtained as promptly as from a private money-lender. 
The agriculturists are not accustomed to have a forecast of their needs 
so that they may apply beforehand for a loan in a co-operative society. 
Generally the villager gets all his needs for urgent cultivation expenses 
by borrowing from the village money-lender. 

The policy of the pre.sent day co-operative societies is not to lend long- 
term loans. There are no land mortgage hanks to supidy this need of the 
villager. He now, therefore, raises the money uwded for Sa|)itul and 
permanent improvements ’ only from the local money-lender whoso terms 
dex>end on the man and the security. 

The only source which uii agriculturist has during famine season is 
his local money-lender. No doubt, there is the talcari loan system but tho 
trouble of getting it is so much that no ryot takes to it. Even when ho 
applies, it takes a long time to get it. Ho d(KAS not get immediate relief 
therefrom. Further, it is almost c-ertain lie will not get ilio whole of the 
money he applies for, into his hands. 

To a large extent, now-a-da.vs, requirements for kist are met by co- 
. operative .societies so far as the society members arc coucerued. 

W In my district (Nellore), the usual rate of interest is 12 per cent per 
annum. There are some villages where money could he got at 9 per cent 
W'ith annual rests l)Ut this rate is a spc^cial rate for a favoured few. In 
the towns .such as Nellore, tho rate of interest varies from 15 to 24 per 
cent, especially with Nattukottai Chettis. There are some money-lending 
firms started after the fashion of the Nattukottai Chetti. They too charge 
as high a rate. Usually these money-lenders deduct the interest calculated 
for such a period within wliich tho borrower agrees to repay and give him 
only the balance. This calculation is at a rate of interest which is usually 
less than the rate mentioned in tho pro-note. Money by these firms is 
never lent except on the personal security of a surety apx>roved by them. 

The part played in agricultural finance by the Government is very 
little. The Agriculturists and Land Improvement Loans Acts are seldom 
popular and the Government is not' liberal in the disbursement of the loan 
so os to substantially help the agriculturist. Loans under tho Act are given 
as long term loans repayable in 20 years on equated annual payment system. 
If this system is enloiged and improved, it may do some good to the agri- 
culturist! If money could he giv€>n within a short time — say a week — 
after the loan application, without his being obliged to tip tho village 
officers and other lower officials, it will greatly help poor ryots. Co-operative 
societies could he used as the channel for distribution. An annual state- 
ment of properties verified by the Co-operative Department and the llevenue 
Department may lie maintained so that the status of the afiplicant for 
a loan may be verified at a moinent^s notice. 

The Imperial Bank hardly heljw an average middle <das8 ryot. The 
only people that are l>enefitod bv it are the money-lenders, land^ aristo- 
cracy and persons who pledge their produce. The opening of hranchen of 
the Imperial Bank increased faciliites to the moneydender and he is able 
to dictate his terms to the rgficuUurist who cannot similarly obtain credit 
with the Imperial Bank. Furilier, the a^riculturiJit cannot be exjiocted to 
repay his loan within six months ae required by the Imperial Bank. 

Thus, the extension of the branches of the Imperial Bank in recent times 
has tended to impoverish the poor ryot instead of helping him, Tke only 
institutions that can help them are the co-operative societies. There must 



b* land mortgage banks in each village which must finance long-term lon^ 
to tho agriculturii!»t. The fihort-torm loans by the co-operative aocietiea 
and long-term loans by land mortgage banks are the only two systems whidi 
can rettlly relieve the agriculturist. Co-operative banks are really helping the 
agriculturists to a limited extent. The>* are now^ unwilling to advance 
long-term loans and they are further discouraged by the Registrar. 

There are no ioint-stock banks in my district financing the agriculturist, 
except the Nellore Permanent Fund. This is an indigenous banking wn- 
cern and it is doing very useful business in its own humble way and gives 
real relief to those that resort to it. But, as it has not many facilities 
which other banks enjoy, the development has been slow. 

The professional moiiey-Ieailers in the villages lend out on promissory 
notes and mortgages. Some take annual rests but invariably triennial 
rests are the ruTe. Their rates of interest vary witli persons, the season 
and purposes. Merchants who advance money to be repaid in the form of 
agricultural ])roduc‘e, always fix up Ihe price to bo paid for the produce 
and also an extra measure of grain at so much per rupee besides some 
discount. 

Grain loans are very heavy in certain parts. Twenty-five per cent 
irrespective of the ]»eriod of repayment is common. Some lenders of grain 
collect this rate of interest and also an additional commission at so much 
jKu* rupee and so forth. 

2. The staple ci‘o]» of the delta tract in iliis district is rice. Nellore rice 
is very well known in tlio whole of Southern India. One main feuitire of 
it is its white colour as also its unbroken grain. 

The only method of marketing done somewhat in an irregular manner 
is that adopted by riee-mill owners. They advance monies to the agri- 
culturist at generally 12 per c-ent per annum. The latter sells the paddy 
to him. They store the paddy at their mills and mill the same, as occa- 
sion rcMj^uires. They send out *Palali.s’ (brokers who procure paddy on a 
commission of about lie. 1 per of 720 Madras measures) from village 

to village to purchase paddy when it is cheap. Tho paddy so purchased 
carted to tho headquarters of the merchant. This storage is largely doM 
lietweeo February and July liy which tiuio the whole of the paddy produce 
shall have l>een harvested and stocked. 

Rieli landholders store their liroduce in their own godowns and some 
of them raise loans from the Imperial Bank of India on the pledge of 
produce and sell the same lietwwn Septeml>er and December when tho 
prices are generally at their highest. 

In some places (in Gudur and Rapur taluks mostly) chillies are largely 
grown. Loans are given to these agriculturists by either a local money- 
lender or the Madras chilly merchants. The pioduee has to be sold to 
them at generally a rui)ee or two less than the market rate. The demand 
for the article may be made whenever tho creditor ■washes it. The gather- 
ing of the crop will bo over by Juno and tho produce is stored in grana- 
ries. The sales are generally effected between September and December 
when the price is said to bo high. Generally tlie produce in a particular 
area is all c'ollected by the purchaser and sent to Madras by boat or train 
and it is there stored and sold to retail merchants. 

Tho value of lands in this district depends mainly on irrigation facili- 
ties 80 far os wet lands are concerned. Garden lands which are fit for 
valuable crops such as ginger, turmeric and tobacco are more valuable 
than the lands on which only cholam and ragi and similar crops are rais^. 
Water facilities play an important part in the pric*e of the land. 

The price of wet lands varies from Rs. 2,000 to Us, 500 in this district. 
Garden lands in which tobacco and ginger are grown are about Rs. 2,000 to 
Rs. 2,600 per acre, and in a few places it is Rs. 3,000 per 

(n) The value fetched for lands sold for non-payment of revenue is 
very small and valuable lands are seldom allowed to be sold in revenue 
auction. ; > 
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(b) The Talwe fetched in an anction held by a civil court is not altraya 
ttie price. The absence of warranty of title is the main reason for the 
beet price not being obtained. Nobody is responsible to the purchaser for 
correctness of the extent sold nor to the soundness of the title in the 
Indgment-debtors. The fact that the lands are sold at the court and not 
in the villages also accounts fur the low price. 

(c> The price got for sale by private negotiation will generally be fair. 

4. There is no impediment to the mortgage of land and agricultural 
holdings in my district. 

There is a permanent fund based on the Nidbi system which finances 
on the security of immovable property. The fund raises capital by monthly 
subscriptions and by fixed and other deposits. Tho money so got is lent 
on the security of jewels and immovable properties. The loan is repayable 
in B4 monthly instalments or 7 yearly instalments according as the parties 
may originally agree. Tho rate of interest charged is 6i per cent per 
annum. The annual payment is by equated payment system. The whole 
of the principal and interest is paid up in .seven years hy these equaieil 
payments. 

• 

Tf this Nidhi system is improved and some facilities are given* these 
Niclhis can do a good deal of good. 

The one institution Avhicb alone can do any substantial good to tho 
agriculturists is the land mortgage bank. 

In every village there must he estaVOished a land mortgage hank. The 
funds for tlie same must he got by the debenture system. These delwn- 
tures must he floated in the market by a central agency. There must 
be a guarantee given hy the Government for some time to tho debenture- 
holders. This a.ssurance of a guarantee viill induc'O groat many people to 
invest their monies in these del>enturos. There will be no loss at all and 
at no time Inay Government have to pay anything to me<*t the loss and 
tho guarantee will he oidv nominal. In the village, the momhei*R of this 
land mortgage hank must he carefullv cliosen. People who are over head 
^^nd eai^b in debt cannot he helped, if their debts far e\ct>ed the value of 
property. Those who are indebted, and wlioso debts are sneb as can 
W repaid from out of tho income from their property may alone be taken 
as ineml>ers. lleforo tbev are so made members* ibeir del)iH must be cor- 
rectly ast*ertained and tlu* \alue of their propeuty together with the full 
particulars of the ])ropcrty must be obtained. Thr}r hr a IrffisUttlofi 

rrrni'inq debts to the land onntquifo hnvls os a rhorqe on the land vert 
only to the TaiihI Iterenve. There must 1»e nhsoluiely no doubt about the 
repaying capacity of tin* man out of the income of his property which must 
remain charged with the debts that ninv ho taken by the man so long as ho 
is a member of the land mortgage hank. Such ])recautions are necessary so 
that land mortgage banks may work <*#nfidently without any fear of any 
member running into other debts which will diminish the security offered to 
tho hank for the loans. Fui'ther, the member must be made to fed that lie 
has only one bouice from which he has to obtain funds so that there may bo 
no temptation on bis ])art to run info unproductive debts or launch into 
lin remunerative business. The aim of the Itnnh must he to svpply to the 
member all money necessary to improve his lands. He must he given loans 
by co-operative societies for short-term pui-poses. 

Absence of facilitie.s to take loans for purposes which mav !>e called 
unnecessary is a great advantage and it will compel the man t<i borrow only 
for necessary purposes and that from one organization. • There must be also 
legislation to compel a man to tmly and correctly give a statement a« to his 
property and anv false inforiuntion lujjst be made punishable The land 
mortgage bank must duly publish the statement and if no objections l)e 
received within a particular time, there must l)e a re<*ord made of the man’s 
property and tliis must 1)0 taken to be unimpeachable on any ground what- 
soever. Legislation to this effect will put an end to so much of unhappy 
litigation which crops up now based on the system of he no mi transactions. 
Record of righlt may thus be made and maintained in the office of the land 
mortgage bank. Working capital of the land mortgage bank must mainly 
be obtained by debentures. These land mortgage banks^ may take deposits 
from the public Hud other sources. 



There must be a guarantee by the Government for aometime for interest 
to the debenture^holders. Unless this is given, there will not be a free flow 
of funds by sale of debentures. 

From out of the profits realised by the land mortgage banks, a certahi 
porcentago may be set apart as sinking fund. When this fund has grown 
strong, it will be a guarantee for the payment of interast. 

Government must put into thcsse land mortgage banks a decent portion 
of the surplus revenues just as they do now with the Imperial Bank. The 
Government must buy dolientures and also deposit in these banks monies 
at favourable rates of interest, Tbe money lent to the agriculturist must 
not carry more than 6 to 6i per cent, as he is required to pay interest every 
year. 

There may he a legislation or rules framed by the High Court em- 
powering all trust funds Iwing kept in deposit in these land mortgage banks. 

6. There is no machinery in this district which gets an estimate of the 
indebtedness of the agriculturists in this district. 

This information can lie got by co-operative societies. Now, a state- 
ment as to the indebtotlnoss of the members is prepared. It is only a record 
of the word of the member. A little more attention j)aid to the matter 
by the panchayatdars of villages will make the statement more accurate. 
Similar statemoiits with regard to othei^a also can be prepared. 

If only the Government is keen about it, the statistics can very easily 
he prepared. The village officers will he able to give the figures almost 
eorrecjtly. Through the machinery of the Government revenue officials, a 
fairly correct estimate can he ohtainc^d. Tlie estimate thus obtained may 
he chocked with the estimate which the co-operative societies prepare and 
then a consolidated account showing the total as well as the individual in- 
debtedness of any particular village can ho had with reasonable accuracy. 

6. In this district the following industries are being carried on: n> Bice 
milling, (2) mica, (3) hand-spinning, and (4) inferior glass-bangles. The last 
two are done on an organized or on a large scale. There are a few villages 
in Venkatagiri zainindari bordering on the Chittoor district where mate- 
rial out of which these bangles are made is found, Hand-spiiiningjfind 
hand-weaving is carried on in Kandukur and Atmakur taluks by Paticfciu^fiimj 
mainly. There are other places wdiere hand-weaving alono is carried <i^iby 
weavers. There are now at least three centres where ckarka spinning is 
carried on and hhadder cloth is woven. They are doing good business. Rice 
milling and mica industries are carried on by rich merchants or Kapus of 
the district. 

Hand-vSpinning and hand-weaving can l>e developed to a large extent, 
provided decent capital for purchase and store of cf)tton is got, and pro- 
vided there is an enthusiastic propagandist or supervisor. Wliat has to be 
done is this: Each spinner must He suppliwl with carded cotton ready for 
use for spinning. The yarn produced by him must be purchased by the 
supervisor at the rate at which it is sold in the market. The yarn so 
colle(‘t<Hl must ho brought to a place ivhere weavom are working. The 
weavers must ho made to weave the yarn. The cloth produced by him 
must l>e purchased at Ins residence at the price at which it is sold in the 
open market. The cloth so got must all he collected and sent to places 
where it is consumed. The business of the organization that I have in 
view is to enable the weaver to sell what he protiuces at his very door and 
without the least anxiety on his part to find purchasers. Tbe supervisor 
should also be well trained in the art of spinning or weaving so that he 
may give practical suggestions to the spinners and weavers. This advice 
may improve him in his art and he must get better return for better 
production. 

One enterprise, above all, which will give employment to the farmer 
daring the off-season is Bpinninp. Not only the man, but the woman and 
child may well employ his or her time in spinning. The family can spin 
sufficient yam to clothe the whole family for a year by this use of the lei- 
sure hours. Where mat materials are plenty, mats can be woven, I 
know certain * Yanadis* of this district make date mats during rainy season 
when they get not work. Similarly grass mats, The capital required for 
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i|l tlieM is very small comparatively and there can he no diHoulty in fiiid- 
a financing organ iaatiou* One such iiiacliiiiory> 1 ^oiUd suggest must be 
^ co-operative society and aiiothor is an association like the Spinners 
£wociation now carrying on work. State-aid must lie given ,to big indus- 
tries like match indu8tr>% glass industry or paper industry. 

In some places there is a good deal of white clay which can lie used for 
making porcelain and booinpolish. There is a lot of it in some other dis- 
tricts also. Any Hindu of ^uth India should know that what a Vaishnava 
Brahmin wears on his forehead knou'^u as Naiuum is nothing but this 
white clay. This clay is now used for making only this *‘Naunun” and 
not for anything else. The reason is that no attention is paid to find 
out its possible uses. The possibilities must be thoroughly exaininiKl by 
Government experts and, wherever an industrial use is found for this white 
mud, impetus by way of State-aid must lie given to the people in ’the locality 
rather than to a foreigner or to a stranger. 

One very important industry which can be oi>ened is witaniie hulttitry 
and mica dust industry. Large quantities of thin films arc got from the 
mines. These are cheaply purchased by foi*eign markets and mieanite is 
manufactured. There is no reason why steps should not be taken in this 
district and experts who have practical knowledge should not be emnloyod 
and this industry encouraged. Then again, there is any amount of mica 
dust available. Now-a-days fine iKiw'der of mica is sent out to India from 
Europe for lubricating and snch like purposes. This can l>e done in this 
distrk't. For Imth these. State-aid is very necessary and mica iiiifie owners 
must think on these lines also and bring into existence industries which 
will not only bring more money to them but also make the district more 
prosperous. 

7. The relationship that exists lieiween the Imperial Bank and (*o-op<*raiive 
bank is that the latter gets a cash credit from the former to an extent that 
is sanctioned by the Registrar of (k>-oi>erative S<x?ietie8. Beyond that there 
is no other relation. The co-operative hank has some current account trans- 
actions with some joint-stock hanks, and that is all. 

The short-term credit re<pnrcd by co-operative Ko(‘ieties is now got from 
the <;)entral Bank. After the report of the Townsend Committee, tlie 
Central Batiks are hesitating to advance long-term loans to primary swue- 
ties. The result is the agriculturist is not much benefited. He bos, tberc- 
fore^ to choose two creditors, one for short and another for long-term 
credit. If the latter is the village sowcar, his position becomes precarious 
and the result is he is worse for borrowing from a co-operative society for 
his short-term finance. Long-tenn loans cannot lie given by central banks 
as their deposits are not permanent and as they get loans and deposits only 
on short-term basis. There must ho an agency to supply long-term credit to 
an agriculturist and that can only l>e the land mortgage banks. 

To take the whole of the indebto<lne»ss of agriculturists in thiK district, 
some three or four crores of rupees will lie re<iuired on the basis that the 
total indebtedness of this Presidency is 100 crores of rupees. 

To stimulate the growth of the co-operative movement, in addition to 
the exemption from stamp and registrations, there must Ik? exemption of 
income-tax on the interest realised from deposits in co-op(?rativo institu- 
tions. Besides this, the money order commission for romittances by one 
institution to another or hy an institution to a member or vice verm ftnd 
also the insurance charges must be exempted. These institutions must not 
be taxM with profession-tax or super-tax. Power may l>e given to the Pro- 
vincial co-operative banks to issue pa|>6r cnrixmc;^' such . as the bank not<' 
as is prevalent in England. 


II, — I ml iff f noun Bn n Inn g . 

The one indigenous bank fas defined in the questionnaire) is the Fund or 
the Nidhi. For the present i* raises funds bv taking share capital which 
is payable in instalments and hy receiving all kipds of deposit. It lends 
money on the security of jewels and immovable proj^erty. Thou^ it is called 
share capital, what really happens is that mon^ xs received monthly for 45 
or 84 months as the ci^ may 4)e and at the end of the period the money so 
paid is repaid with interest. This is the chief means of raising fundi. 
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Monev so obtaincsd is lent out to individuals on the security of their im- 
movahio roper ty repayable in yearn. There are also gbort-terni loans 

to iudividualb on their ]>ersonal Mxurity. No hundi transactions are car- 
riod on by this institution nor any other kind of hanking business. 

Then there are a number of private hanking firms started and worked 
by the natives of the district. There are also the well known Natiukottai 
(ihottis and Mam-aris. They iiKistly employ their own money and some- 
times take deposits from private individuals. They lend out moni^ to others 
generaliy on their own iiersonal credit or on the mortoage of their own pro- 
fiertv and sometimes on the surety of third parties. The loans are repayable 
in three years generally. There are a few firms where yearly interests are 
taken, l^he rate of interest varies from 9 to 15 per cent ordinarily. Higher 
rates prevail, but such cases are not many. 

fn the village the money-lenders lend to agriculturists in a similar 
fashion. Running accounts are maintained by the sowcars and these 
accounts are settled once in three years generally- Grain loans are given 
to lalmuring classes and other poor people at an abnormal rate of interest; 
generally 25 per cent till the next harvest season is the rate irrespective 
of the time when that harvest may l>e. It may even be three or four months 
prior to the hai*ve$t. Sometimes inferior grain is loaned with a condition 
that superior variety should lie returned together with interest at that rate. 

One way of reducing this heavy intercut is by every eo-operative soeicty 
.itoc'king a quantity of grain in the harvest season, enough to advance to 
their grain-borrowing members at about 0 per qent per annum, and thus 
putting an end to these usurious loans. 

There is a class of money-lenders in this district who invest monies on 
cattle trade. Bulls are pnrebaw^d cheap from one locality. A number of 
servants and small partners are taken to make the purchases, sell them 
and realiae the price. This kind of business is carried on from about 
Demnber till April or so. The bulls are given on cmlit, provided a cer- 
tain portion of the price is given on the date of purchase. Pro-notes are 
taken for the balance and collected in three years. This kind of transac- 
tion has l>een going on in this district for a long time. The Imperial Bank 
gives credit facilities to tlu^se people who carry on this triule. 



Written evidenoe of B. MXmTRIB» Itoq^ Poetnuuiter, 

Bengalore. 


C’jiaIi certificuU's ure not so very (lopular as one would think tlie3' 
ought to Ihj ill the Mysore Provinces, an this kind of investment is only 
resorted to hy well-to-do and educated people. It may be suggest^ by 
the way that to populariae the issue of cash wrtifioates and to induce 
the indigenous people to invest in these securities a sort of advert iscv- 
ment should be broadcasted. Further, a small percentage of commission 
should be allowed to postal officials as a sort of encouragement so that they 
might canvass and popularise this kind of savings. 

(a) As iiLvesimcuts in Post Office Five Year Cash CVrtilk.ates a»t» 
akin to fixed deposits in hanks, the rate of interest allowed should lx* 
on a par with the rate of interest allowed by the banking concerns, not to say 
that it should Ikj competitive, but to induce peoj>le to resort to this sort 
of savings. 

(b) Post Oflue Savings Punk allows all fucilitios all classes of 
people and it is practicnlbv taken advantage of by all literate and a few 
of those illiterate population who reside in big towns and taluks. I urn 
unable to .say whether it is resorted to hy the agrienltiirists as already the 
Government is edueating such class of people in co-operative luethcKls, 

The only way to attract the agrarian )>opulatiou of sinall villages to 
resort to Post Office Savings Bank is hy keeping these banks within euay 
reach, so that they might he teriiptetl. Also tlie rate of interest should 
Ih? a little higher than what it is. 

f cannot ‘say whetlicr there is any iximpctition with the other hanking 
institutions us the rate of interest allowed hy the Government in Post 
Office Savings Bank and Five Year C’ash CertiHcates is almost a little 
less than the banking institutions. 

The existing facility for purchase ^ind sale of Government seemvities 
is that such a person who \rauts to purchasi^ Government seimrities 
becomes a savings bank depositor wherein the interest on Government 
securities is added. 

(a) 1 am not aware of facilities afforded hy other financial c-oncerns as 
regards other securities. 

(h) The tendency of the native population (age-long tradition) is 
to hoard and hoard and keep their monies in unproductive values, as jewels, 
etc. As education advances, surely X can say you can find the people 
resoiiiing to these kinds of productive investments. FuHhor, the educated 
class and some of those calculative .sections of the population, more or Ic^s 
have an inclination to get a very high return of interest for their values 
invested and as such they go in for business. 
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/. — Aijnculiural credit and credit faciliiieB for small indusiries. 

1. For the piirpOH<j« mentioned in the questionnaire, agriculturists 
obtain hrianee mainly from money-lenders* For purpose (h) alone, Oovem- 
ment helps them with some loans under the Agriculturists* Loans Act. In 
the case of loans obtained from money-lenders interest is usually payable 
at the rate of 2 to 2i halnms i>er year for o\'ery one hundred rui>ee8. flThic 
will roughly work out at 14 to 21 per cent per annum. The money-lenders 
lend priticipfilly on the security of the land. , 

For expenses of cultivation monies are advanced also by merchants 
upon contract of selling the produce of the soil to those merchants in the 
harvest season for prices then obtaining. In these cases also paddy or 
money interest ranging within the abovesaid percentages is usuallj^ 
stipulated* 

For paying land revenue mostly merchants give to agriculturists 
stipulating in advance the price at which the paddy should l>e sold to 
them. During seasons of failure of monsoons and crops the agriculturist is 
nt the mercy of the mouey-lender. 

Except money-lenders, merchants and dealers and to a very very small 
extent, the Government, no other financial bmly plays any part at all in 
agricultural finance* The present system has the following defects : — 

(a) high rate of interest; 

(7;) the ignorant and illiterate agriculturist being placed ^t the mercy 
of the heartless and calculating money-lender; and 

(f) the agriculturist haviTig no freedom to choose tlie vendees of the 
produce. 

There is no co-operation among any of the agencies* 

2. There arc only two methods of marketing: — 

(a) merchants and dealers take monies and bandies to the threshing- 
floor and purcha.se the produce by direct pu^nient there; and 

(h) l»y .sending them to the nearest uiarket-^dace where — 

(i) inerchautH who sell w’holesale or stock with a view to sell for 
higher prices purchase them; and 

(ti) the produces are sold to consumers directly through commission 
shop-keepers who charge a small commission for each bag. 

It will ho advantageous to form agricultural societies with flnaneing 
agencies supported by Government, in bigger villages situated on main 
roads, each s<K‘iety consisting of a iiuin}>er of neighbouring villages in 
which advances niay Iks made for the purposes mentioned in question I 
and whitsh societies may l)e made the places of pooling for the marketing 
of the proiliu;e. This will remedy many a disadvantage to the agnculturist 
both in obtaining hnanc'e and in marketing his produce. 

Mundij and negotiable instruments do not seem to play any part in the 
transactions of agriculturists. 
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1 huvc iouiid that the mercantile commuu tty iu these ^arts look u|K>n the 
Ptistiil CaHii t^rtilicatcs as a good iiivestmeiu ami iimmicv which isS mit, riv 
c|ttired for boaineea or kept as a reserve against bad times is preferably* 
invested in these certificates. Excepting this c'cnuunnity, the bulk of 
other classes, even including the educated, have an inipression that invest- 
ing money in Cash C^ertificates is a complicated affair. It is only when 
a permit belonging to these classes purchase.s a Cash Certificate for the 
first time that he realises how simple it is. This has often boon expressed to 
me by some of my acquaintanoes to whom 1 explained the advantages of 
investing money in Caw Certificates. What is really necessary is to ct'eate 
and freely bro^cast an attractive literature on the subject written in the 
simplest manlier in English and Vernacular avoiding all passible technical 
and official language. In this State, there is by far a large nuiiilK^r of 
I^rsons who invest in land and sniull houses with inadiHiuatc* returns. 
There are othei-s who are disinclined to risk investments in private enUn-- 
prise and who consequently have their small hoardings in cash and ornamont-s. 
Orthodox Muhammadans (most of whom are i>ersons of sulistance in this 
State) who have religious scruples against accepting interest in a direct way 
have not much objection in several cases in purchasing Cash Certificates liear- 
ing interest m an indirect way. This is an important feature which should 
not lie lost sight of whilst issuing the literature I have suggested above. 

The present iuter^t rate of Ca.sh Certificates is quite adequate as com- 
pared with the condition of the money market. The only desirable change 
1 would suggest ill the existing terms of issue is to allow inU»rest on these 
c^ertificates at 11 jicr cent (savings bank rate) after a iiericwl of six months 
instead of allowing no interest for one full year as at present. Thin 
change is Iwliud to attract more customers. Tiie savings bank affords all 
possible facilities to the public. With ils numerous branches all over the 
country* and, with a ^mparatively small waiting of the depositors at the 
• counters, it has a decided advantage over all other Kimilar c*onc*eniK. 

J do not think that uii}* banking concern sliould have reason to complain 
the rates of Postal Cash Certificates. Considt^ring that an investinent 
Cash Certificates is on the same principle as a fixed deposit with 
modifications the rates are certainly not higher than what they are at any 
of the private banks. The fact is apparently lost sight of that for smaller 
periods than full five years the rates are corres|>ondingly low, 

Government securities a.s compared with Postal Cash Certificates are not 
attractive to the small investor. The dinluction of income-tax at ii high rate 
on the interest and the delay in converting them into ready cash prevent 
the small investor from purchasing them. The Postal CJasli Certificates are 
by far more attractive and we ought to make much of them without wasting 
energy in forming various eomplicatetl schemes. 
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L — Agricultural credit and credit facilities for sniaU industries, 

1. The agriculturist IxirrowB for all the purposes luentioned in a, t>, c, 
and for Jimrriages and deaths from wheresoever ho can obtain loan: from 
Co-o[>erative Batiks, iutperial Banks or other liaiiks and money-lenders. 
The rate of interest is generally 12 per cent |>er annum from money- 
lenders except Marwaris who load at lis. 1-6-6 or Hs. 1-14-6 fior cent per 
luenseni. I’he bank rate of interest is generally between 8 aim 9 per <*ent 
|>er atmuni. The inono.v-leiidei*s lend on pro-notes and mortgages. . 
Marwaris lend on pro-notes only taking sureties. The system of taking 
standing crops as surety is not prevalent in this district. The part playoa 
by tbe li nance of the Government or banks of anj' kind is only adding 
another source for borrowing by the agriculturist. The chief defect is in 
the condition in which an agriculturist is place<l. Tbe agriculturist who 
has a largo family with small extent of land not sufficient for his mainte- 
and the coolie population in the villages migrate to towns and to 
other countries to eke out their livelihood by working in mills, etc. The 
middle class and big ryots have to pay abnormal wages for coolies by 

getting them elsewhere in the cultivation season. The ryot takes the 
English educated mail drawing high salaries and earning large sums as 

his ideal and ac<|uire.s false dignity. He hates la)>our as l>eing beneath 
his dignity. He and his female members of the family do not do field 
work. His women l>egiii to obseiwe gonha and do not do even household 

work. They do not go out even to fetch water; hut try to imitate the 

town women in wearing fine clotho.s and jewelleries Avliich is another 
source of expense to u ryot. In delta villages every inch of land is culti- 
vated wet HO mu(th so tliero is no dry or iiustnre ground for the cattle 
to roam 6r graae. The village tope and the village pasture have disappeared. 
The cattle Iwcomc emaciate and die. The ryot thus loses the wealth of^ 
cattle and time after time iucui-s debt in the purchase of cattle. In imita- 
tion of wealthy offi(‘ial.s and non-officials of tlie town the ryot spends large 
amounts in marriagfvs by way of dowries. On account of English education 
and western civilization the people in the towns are leading a high life. 
Instead of plain Jiving and high thinking high living and plain thinking 
i^ems to he the order with the townsmen who are the examples for the ryots 
in the villages. If an agriculturist is to lie redeemed there is no use of 
piecemeal and natched-up remedies. Tlio root cause of the indebtedness is to 
be studied. Tlie chief delect* therefore lies in the system of Government. 
Taxation is Jieavy. Belief is not given in years of had or failure of crops. 
The effort of a ryot to get leiuisKion cun lie profitably utilisu^d otherwise. 
There are innumerahle difficulties and groat exiiense involved before a ryot 
can get reiuissiou. From the hirnam of the village up to the highest official, 
every iHidy is interested to got as much revenue as possiiile to gam distinction 
in the service. A(hlo<l to all tliis diHicuUy of an agriculturist there are 
the elections to Panchayats, Unii>ns, Local Boards and Councils which 
create paity foc*liiigs and factions in villages resultiug in litigation and 
ruinous (*oii?*t expenses. The ostabli.slnuent of tem mnuv courts in too 
lunny places easily accwsibl<> to the ryots is a gieat temptation to gamble 
111 litigation. Villagers ranged on either .side us witnesses or parties 

away from tbe presence of their own villagers, giving evidence in courts 
against one another with the .sole idea of winning the cause they espouse 
forswear. Truth is gone and with that all morality is gone- and under 
these circumstanws you cannot expect a person to ‘live a bold, straight 
simple -end honest life. The system of c^iurts must go. Arbitration courts 
*** must be established to save a ryot from indebtedness eonsequezit 

on litigation The present sy.stem of elections must lie abolished. A large 
portion of the revenue of the Government is s[>ent on salaries. Wh^ bo 
^noniy is ol^erved in governing a country you cannot exiKK-t the governed 
to he ewnoinicul in living their life and l>e free from indebtedness. Moubv 
value IS set upon education. Judp^es, Collectors, Ministers, Executive 
Councillors, etc., are paid high salaries. Thus big prixes are held out by 
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tlb« Government before the people. They floek to »c*hool« ftod college niwl 
<^tHin qualifimtion« elnUb at the ofliies. It ban bet'onie n faslnnn to 
fo to the We«t to obtain a tiuaUficatiou to got high and lat jobs. Mi 
eaitiiiit Ih' jirovukHl. (Jitemploynii'nt iii< reaM*.v. arc unlit w 

do any other work : but they sjKnul money on their iHlncation t>y Imrrow- 
iiig and mortgaging pro|iertic^. There in a great ehunour from the people 
that money is wah^ for this purpose and that. The people must be satis- 
fied but at the same time economy should not be ol>served by the Govern- 
ment. Abkari revenue is therefore essential to the Government who make 
the people drink by establishing toddy and arrack sliops. The renter whose 
bid Ls higher and higher year after year finds means and waj’s to spread 
drinking habit among people to earn profit after paying hoavy rents to 
Government. Officials and non-<ifficials in towns take to foreign lk|Uor. It 
has become the fashion of the day. Thus |wopIe s^iend away money in drmk- 
ing indigenous and foreign liciuor, become ruinetl in wealth and health. You 
cannot save people from indeotedness by adopting whatever measures a fer- 
tile and ingenious brain may suggest unless you change the whole environ- 
ment of an agriculturist which can lie done l>y a thorough change of tho 
system of Government and setting before him a proper ana correct standard 
of life. The hank or any other financial institution of whatcwer sort it may 
he and however well managed and well conducted, helps only the capitalists 
ihvesting money in them to earn interest without difficulty and trouble but 
not an agriculturist who is further rediiciHl into iiidehteduesN by taking 
advantage of various sources of borrowings at a cheap rate of interest. 

2. Tho crops arc marketed hy selling to middlemen in the tow- ns called 
commission merchants who generally advance money to the agriculturist. 
The food prod nets should not ho sold hy a ryot till he sees the liarvest of 
next year. Money should he advanced to him hy the <*o-4)perative banks 
on the security of produce. The Imperial and other hanks in this district 
give loans to tlur ryots on the pledge of the pr<KliuM> stored in godowns. 
Complicnt-e<l .and understandahle system of tho West as hills, ehocpies, etc., 
should not bo introduc^ed among the agriculturists in this countiy. 

Tile value of an acre of paddy land in delta villages is from Rs. 1,000 
♦ to Rs. 2,(KX). Lands on which tobacco and turmeric or vegetable are 
grown are sold at Rs. 1,(X)0 ])er acre. The lands on which di*y crops are 
raise<l such as cholam ranges from Rs. 100 to Rs. 400 per acre. This is 
the price in private negotiation. In court auction the prices which the 
lands fetch are generally low due to various causes, the chief of which are 
want of due pulilication, conihinution among bidders and ahseme of warranty 
of title. The prices in [irivate negotiation depend upon various cirenm- 
atances such as nearness to towns, good commimications and thick 
population. 

4, There is no legal impediment to the mortgage of lands and 
agricultural holdings except the antique and out-of-date Hindu and 
Muhammadan Law. Tho Hindu Law suited to the corulitions of tlio 
ancient times wlien, tliere w*a.s no individual ownership of pro|>orty is 
sought to he applied to the modern conditions of society, where tho indivi- 
dual is the integral entity. In spite of the various inroads made on Hindu 
Law by the British courts the impediments for the free and ahsolnte 
enjoyment of property are many. The joint family system, tho fact that the 
son from the moment he is in the womb is a co-sharer with the father and 
that widows and daughters should inherit property with limited interest 
are great stumbling blocks in tho way of unrestricted enjoyment of pro- 
perty. Among the MuhammadanH a number of persons taking as licit h 
wdtb implicated shares and that except a father or grandfather 

can act as guardian of minors without recourse to the Guardian and Wards 
Act are im|>ediments in the w’ay of free alienatioas of property. 

There are the land mortgage banks in this district-- one at Giidlavallaru 
and another at Vadlamanuadu, The capital is raised by the sale of 
debentures and receiving deposits. The ownership of lands must appear 
from the owner^s names being recorded in the Government revenue and 
aamindari accounts. The best way of effecting the same is to oblige the 
i^ot und the landholder and the Government to exchange pattas and 
mwikUkfUH. The Estates Land Act and the Revenue Rec*oveiT Act must be 
ai^tably amended. 



5. ThiH iH too iniirli of iletiiil iiiif>oNhililo to fulfti. Tile ideii 

Mmt of tb© quc»iba» is that tb© Government .must alwa^rs ^ a trustee for 
tib people wno deserve to l>e under perpetual tutelage. Wbeu a penfon 
appl^ for a loan then his indebted uesw may be ascertaind by a venlM 
statement from him and by making independent inquiries. The indebted- 
ness of a village can be ascertained by each villager making a writ^n 
report to the village officer the loans he has taken on pain of prosecution 
for default or untrue report ns in the case of birth and death reports. 
The debts are largely due to money-lenders, professional money-lenders 
such as Marwaris and in a lesser degree to the banks such as the co-operative, 
Imperial and Indian Banks. The rate of interest is generally 1 per cent per 
mensem simple. 

6. The agriculturist is not engag^ in any industry. The industry of 

rice milling and cotton ginning exists in towns as a main mercantile 
industry. Such industries established in towns and big villages by import- 
ing machinery denuded villages of their labour and small landed population. 
These industries have not brought prosperity to the country. They brought 
insanitation in the towns, immorality among factory population and 
drunkenness. They made a few people rich who lead a high luxurious and 
wasteful life. Formerly the ryot used to pound paddy in his house. He 
got the husk for fuel and the bran for his cattle. Vitamins in the rice 
used to lie retained. Nowadays you see the despicable sight of a ryot 
selling his paddy in towns and buying milled rice of factories which have 
no vitamins. In the case of cHitton ginning the ryot and the female 
ineniliers use<l to gin it in their house, cord and spin it and give the yarn 
to the village weaver for weaving clothes. Formerly villages were self- 
eofitained. The villager got all his wants satisfied in the village itself. The 
wealth of the village was eonservecl. Now even for the clothes he goes to 

towns to buy. You cannot, by any system of hnancial help, help a r^t to 

be prosperous unless the whole system of the Government is changed. JPieex^- 

meal remedies are mere shibboleths. Every villager must obtain' the finished 

product for his food and clothing in his house. Any kind of machine industry 
for these purposes uiust disappear. 

7. The ryot must look only to the co-operative banks for financial help 
either for short or long term loans. Other banks should not serve him. 
The money of the Government that now flows into the Imperial Bank must 
in justice go to the co-operative hanks. The co-operative banks are intended 
mainly for the benefit of the agriculturist who is largely represented in its 
management. 


Uf hahit nnd nffrarfion of rapitnL 

The investor are mostly the official and lawyer class. The capitalists in 
the villages lend to the villagers on high rates of interest and do not invest 
in the hanks. There is a pudency among the above official and non- 
official classes to carry on private money-lendings as the interest they get 
on investments in the banks are low. The interest .which banks should 
pay to the investors must lie 6 |>er cent |)er annum. The banks lend at 
10 annas or 12 annas i>er wnt per mensem. The banks are not able to pay 
interest to the investors as their ostahlisliment is large and costly. 
There is no economy in the running of the hanks. As 1 have already pre- 
mised the hank management is as costly as the Government governing the 
country. Then^ is the Sanskrit proverb ‘‘Yathii Baja tathn Prnja/' 
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Written erldenee of M.B By. B. S. ’VAIDYAVJlTBA ATYAB . 
Arargal, B A-, Tahsildar of A mhaeaTnnrt ram • 

J , — credit and credit facUitiee for «nuiU induetriee. 

The questionnaire circulated to me is so extensive in its sphere and ao 
technical in some, of its aspects that 1 feel very much diffident to traverse 
the entire held, or to do lull justice to the subject within the short time 
allowed to me and the difficulty is all the greater, by reason of the fi^t that 
1 have not haid any direct or practical experience of banking or 
co-operative work anywhere. But naving conducUnl extensive economic 
enquiries into the conditions of the agricultural population in the 
Trichinopoly district during the recent resettlement operations of that 
district and having had ample opportunities of studying close at hand tho 
wants and difficulties of the agriculturists in four other districts, via., 
South Arcot, Tanjore, Madura and Tiniievelly, I may perhaps venture to 
submit some of my views on tho question of establishing land and agri- 
cultural hanks so as to provide financial facilities to tho large body of agri- 
culturists whoso growing indebtedness has just hoguu to arrest general 
attention throughout India and more particularly in this i>roviuce. The 
question of solving, or at least ininiiniBing, the agricultural iiulehtedness of 
the Madras ryots has l>een engaging the attention of tho Government and 
tho people for more than quai*ter of a century. Twenty j^ears ago, when 
I applied to. then Mr. now Sir Frodcrick Nidiolson fitr gunJunco and 
advice in connexion with “Tho Madras Takavi Manual “ wdiicli 1 was then 
preparing, he referred me to his “Note on Agricultural Banks in Japan’* 
and his “Report on tho Land and Agricultural Banks in tho Madr^ 
Presidency ’’ and wanted mo to explore that field and develop that idea in 
my Ixmk. But as the scope of the work I had then on hand was limited to 
the laws and rules relating to the grant of State aid to land and agri- 
cultural improvements and tlio hook was subsequently taken over by 
Government and issued as a Government publication, 1 was obliged to 
exclude this debatable and at tliat time comparatively little know'n subject 
from that work. Since then, however, much water nos flowed under our 
bridge and almost everybody now secs where the ryot’s shoe pinchos and is 
busy w’iih exploring the ways and means of rehabilitating the ugriculturists 
who are extremely conservative, not only in their habits and thoughts, but 
also in l>earing their burdens and undergoing their trials according to 
immemorial custom. 

2. ('iiJfirafinn erjffunes. — M’hen the agricultural year begins, the first 
thing that stares at the face of the ryots is the cultivation expenses to Ije 
met for the season and for the year. Taking the figures for fasli 1336 
(192d-27) for the Tinnevelly district alone, it will he seen that out of the 
total ryots’ holdings of 1,041.220 acres of dry lands and 182,606 af-res of 
wet lands, 453,959 acres of the former and 169,606 aertw f>f the lattcu' w^ere 
actually cultivated in that year. The ordinary cultivation expenses of an 
acre of dry land vary from Rs. 15 to Rs. 110 according to the conditions of 
the soil and locality aqd the industry of the ryots. Similarly, tho expenses 
for cultivating an acre of wet land vary from Rs. .'10 to Rs. 50 according to 
the irrigational conditions of the tracts and according ns the lands are 
single crop or double crop. These expenses include only the cost of the 
seed and the cost of ploughing, manuring, sowing, transplanting, wee<ling 
and harvesting and exclude the pennanent outlay on ploughs, cattle and ilia 
like. Taking the average cultivation exfmnscw at R«. 20 per acre of dry 
land and Rs. 40 |>er acre of wet land, the total approximate capital re* 
quired for the cultivation operations of a year in this, district alone works 
up to — 

l»s. 

Drv lamls Rs. 4.53.959 x 20- ... ... ... ... 90,79,180 

Wet lands R.s. 1.69,606 x 40--. 87,34,240 

1,78,63,420 

or roughly 1-79 crorcs of rupe^. This annually recurring expenditure is 
incurred by 274,944 paftadar$ in the district whose averai^ holding works 
Up to only 3*76 acres of dry lands and 0^66 acres of wet lands or 4*42 acres 
for both wet and dry* Though it may appear somewhat strange, it is still 

10 
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on undoubted fact that 93 cent of these patiadurs are .ryots paying an 
Ussesittieiii of Rs, 30 and under^ as will be seen irom the following ngnres 

JIk. 10 -and under 209,175 

30 and less but over Rs. 10 48,190 

257,365 (93 i>6r cent) 

Over Rs, 30 . 9,462 

Over R«, 50 5,415 

Over Ra. 100 , 2,702 

17,579 (7 per cent) 


They form the numerically largo body of agricultural landowners and aro 
what are called the middle class people. 

3. Existing facilities for financial help , — The question arises how these 
poor rvote aro able to meet the enormous recurring expenditure i^uired 
for cultivating thoir holdings from year to vear, pnri passu with the 
maintenance, by each, of an average family of 6 members, of whom 2 boys 
have to be educated, 2 girls to be married and any two members may be 
expected to die in the course of two decades, especially when these economic 
units of holdings are slowly undergoing a process of d is- integration from 
generation to generation under the Hindu Law of equal division of 

property. The writer of the Statistical Atlas for Tinnevelly District, 1923, 
says:- — *^The average size of the holding has decreased from 5‘iO acres to 
4 -42. Such a result is of course to ho expected with an expanding popu- 
lation and the Hindu system of partition of property.*’ These pet-uliar con- 

ditions of the middle class families are mentioned here only to show that 
borrowing is more often their normal feature than saving. 

The debts which these families require are of two kinds : — 

(1) Shortterm floating advances for annual cultivation expenses 

recoverable within the year, « 

(2) Long-term loans for other family expenditure. 

There are at present no recognised Banks in this Province or apy 

district which make advances of the first kind. In some villages, no doubt, 
a few rich landholders who possess some reserves in their hands make 
advances to the poor ryots for cultivation expenses and recover them from 
the next harvest in a true spirit of mutual good will and svinpathy: but in 
this Kaliyuga all rich men are not good men, nor all good men rich men, 
and whether rich or good, their purses are not long enough to meet all the 
local demands. And it is exactly here that the village indigenous banker 
plays his havoc by making short-term advances to the needy ryots and 
charging a modest interest of one anna per week for every ten rupees! and 
ns poverty and honesty alw^ays go hand in hand, these adv^ances are always 
punctually repaid with the stipulated interest either in kind or in cash with- 
out documents and without resort to courts. 


4. Village Hanks . — If the present i)roposal to establish land and agri- 
cultural banks is to ensure the greatest good of the greatest number, I would 
strongly urge the opening of what are called '‘Village Banks’* if not in 
1^1 villages all too suddenly, at least at the headquarters of each sub-regis- 
trar s office. There are at present 588 sub-registrar’s offices in the Presi- 
dency, each serving an average area of 214 square miles. This number of 
viJl^e Unks is neither too few, nor too many for the Presidency to begin 
with. If these banks are provided with working capital by Government, 
toey very Msily attract from the people within their local areas a good 
” j j • capital which now lies immobile on account of distance 

ana distriist. I have suggested the headquarters of sub-i"egistrars’ o£Qces 
n * because they are the places which are 

“*j persons having land and money transactions together 
^ribes and witne^M, day in and day out, and which offer the 
^®i'‘ the worth, solvency and bona fides of tho 

debtors and the value of and tho previous encumbrances on lands offered 
as security. ' * 

^WJ^ctions of these village banks should he mainly — 
u) to attract local capital in the form of shares and deposits, 

(2) to serve as savings hanks for occasional withdrawjUs, 

^ •gaculturiste on 





(4) to develop ilio oli«< 4 ue habit among the rural population, 

(5) to facilitate remittances to other villager in ex^anga for products 
received, and 

(d) to servo as an executive and consultative body in the case of long« 
term loaiKs traiisacUnl by the district land bmik. 

1 am not quite sure abother this idea of opening village banks aull l>e 
found practicable or not^ but my own humble opinion is that any scheme of 
land and agricultural hanks intended to Kei*ve the needs of the targe body 
fi4 agriculturists in the country should begin from the bottom and not from 
the top. 

5. Disfritf Aip ii uU unil Hanks, — Next as regards the long-term loans 
on Tnortgagc»s of leal proijorty, the application may tii>>t be made to the 
directors oi the v^illage hank serving the local ai'ea. They can easily 4‘onduct 
the preliminary enquiry into the solvency and W'ortli of the applicant^ and 
the value of the scKUrity with reference to the information availahle in the 
local sub-registrar’s ofFice or in villages which always Ho within a radius of 
7 miles from that piac-e and the applications may aftcM* full enquiry be 
submitted to the district laiul hank wnth the rocomiiiendntions of tho 
dire<;‘tor.s of tho village bank concerned. The district hank will then he in 
a position to sanction or reject the loans applied for and to place the 
required funds at the disposal of the village hanks for dishiirsemeut of the 
sanctioned loans. The village banks will also serve as the agency to collect 
all loans within the local areas whenever the instalments fall due. 

G. Linkhii) up the Viltnge. the District (uhI the J^rrsidenry Hanks. — la 
tiiis M'ay, 1 would spread a network of hanks in selected agricultural areas, 
all connected with and co-ordinaUHl hy a Presidency hank under Glovorn- 
inont control. This also facilitate the remit tame.s to ho inado hy agri- 

cultural traders from place to place hy hills of exchange, ehccpies and tho 
like, A Presidency hank or a district hank without hranchc.s in villages w'ill 
only Kt'ive tlu' uchhIs of a cliost^n few, su<*h irs, proprietors of encuinherod 
estates, influential persons very near insolvency and dcblors in urban iireoa. 
They cuniiot. extend their long arms to bring tlio distant sufferers within 
their fold. 


//. ItuIigrnaUH hanging. 

7. The Hruhmni Hanlers of Kallidaikurichi. — Hero 1 should make a brief 
ineiuiiiU ot the tamous Hrahniin hankers of Kallulaikurichi which is about a 
mile from Amhasamudrain. 'Flicre are about lUO hankers in this village who 
make adv’^ances of loans on pro-notes and on mortgages witli or without pos- 
session to tho extent of about Hs, 20 lakhs ©very year. Till recently, they 
were making large advances to traders troin the Travancore State, but have 
now minimized their transactions in that direction and are now concentrating 
their oia*rationh on inortgag<^s of real ])roperty. 'I’he demand lor loans in 
this village is said to be so great that they very rarely hold any iinmobilo 
money in their hands for more than 10 or lo days and when they ar© 
obliged to retain any reserves for more than a week, iliey send them to th© 
private hanks and u feiv .selectol indigenous hankers in Tinnovelly. Very 
tew of them have invtsstc'd any money the Imperial Bank of India as the 
latter does not pay any interest for short i>eriods. The hiindi system, no 
doubt, prevails in this village, but not to any appreeiahlo extent. J am 
informed that they issue hundis only fof about Hs, 4 lakhs and receive hundis 
for al>out Its. 1 lakh in a year, but no hundis from strangers not having 
transactions with them are honoured nor are overdrafts allowed. Borne ol « 
them carry on trade in yarn and cloth, but in that held they only act os 
brokers between the Koilpatti and Papanasam Mills and the local weavers 
in Kallidaikurichi and Ambasamudram. It is, however, a matter for mrprH^ 
that such a large body of indigenous bankers in one village are able to 
carry on transactions to the extent of about Rs. 20 lakhs a year, without i| ^ 
local bank, without much resort to other banks and without bills of exchanged, , 
cheques and the like. Some of the bankers w’hom I have consukied are very 
keen about the es^hlishment of land mortgage banks by Govomment and 

I believe that a village 1: nd bank in this locality will attract a good deal 
of local capital and link up i>lL€»se indigenous bankers with the other banking 
centres to be established under the seneme of land and agricultural banks. 

8. Value of lands.— The resettlement reports of the * several districts 
prepared on the basis of the registration statistioa show that value of 
lands has considerably increased almo^ everywhere. I have mode a <ddSe $ 
investigation of the value of lands in the Tanjorei Trhdiinopo]^ and 
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Tinnovelly districts in the course of iny official duties aud find that there 
is not much difference in the value of di’y land» which is about Re. 100 or 
Re. 150 per acre in all the three dietricte. The value of wet lands in the 
Tambrapurni system is however nearly double that of the same class ^ of 
lan^ in the Canvery delta. From my enquiries I learn that, while the yi^d 
per acre of wet land in the Tambrapurni delta is only about 20 per cent 
more than that in the Cauvery delta, the value of wet land per acre here 
is about 75 to 100 per cent more than that in the other two districts. The 
averajiC^ value of wet lands in the Ambasamudram taluk is about Rs. 3,(X)0 

r r acre, while that in Tanjore or Trichinopoly is only Rs. 1,500 per acre. 

have not yet had time to investigate the actual causes of such a large 
variation, but it seems to me that it is mainly due to the absentee land- 
lordism more largely prevailing in the Cauvery delta and the strong 
inclination of the ryots of the 'I'ambrapurni delta to stick up to the soil at 
any cost. 1 have not got the figures for Tanjore and Trichinopoly ready on 
hand, but here in Tinnevelly the cultivating landowners form 29*2 per cent 
of the total population and non-cultivating landowners only 3*2 per cent. 
This shows that the district does not suffer so much from absentee land- 
lordism. There are practically no sales of land for arrears of land revenue 
in this district, nor any cases of lands boii^t in by Government for want 
of bidders. Under these items Tanjore and Trichinopoly appear to take the 
lead in the whole Presidency. 

9. Developmmt of local imJu strips. — The only products which contiibuto 
to swell up the internal and external trade of the district are paddy, cotton 
and palmyra products. 

First as regards paddy, the figures in the accompanying statement which, 
though not strictly accurate, still furnish a lair and aj)proximate estimate 
b^ed upon the lacts and figures readily available, will show that this 
district produces annually a net stock of paddy worth 3*20 crorcs of rupees 
after meeting the expenses of cultivation and the payment of land revenue 
on wet lands. This is the stock availaf>le for local consumption as well as 
trade. Almost the entire jiopulation of this district is said to subsist on 
rice. If this be so, the quantity of paddy required for consumption alone 
at the rough aud ready rate of R.s. 7 per head will be : — Population 
l,9()l,396x7=^Hs. 1,26,09,772 or Rs. 1-26 crorcs. 

There will then bo left paddy w'orth 2 erores of rupees available for 
trade in and outside the district. 

Particulars of paddy cultivation, production and .stock in the Tinnevelly 
district — 


ACS. 

Lunds cultivai<Ml with one paddy crop ... ... 181,677 

Lunds cultivated with two padd^ crops 120,910 


302,587 


ES. 

V^aluo of paddy on single-crop lands at Rs. 120 

per acre 2,18,01,240 

Value of paddy on doiible-croi> lands at Rs. 200 

per acre 2,41,82,000 


Total value of paddy produccnl in the district ... 4,59,83,240 

or 4*60 cTores 


fli'st crop 


1. Annual ctiltivation expenses at Rs. 30 per acre 
st crop 

2. Ami^tial cultivation expenses at Rs. 50 for second 


crop 


8, Land revenue on iret lands 

Total deduction 


ES. 

54,60,310 

60,45,600 

1,14,96,810 

18,64,474 

1,33,60,284 
or 1*34 croree. 




padd;f urailabli for loqid consumption and trade Bs. 3*26 
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i^ote or less Uie same quautiiies of paddy siiould also l»e available iu ibo 
districts of Madura, Trichiuopoly and Tanjore. Statistics of searborae and 
raib^rne trade are not readily available here. But one peculiar featui^ 
of the paddy trade in the southern district of the Presidency is that^ while 
all these districts enjoy quick transport facilities by rail and sea, the trade 
itself has no oi'ganisatton liehiiid it. 1 mined taUdy afti^r harvest, hutidr^s 
of paddy merchants go round villages and even to other districts with 
hundreds and thousands of rupees on hand, purchase paddy for .iwady 
money payments from the ryots and then arrange to carry it t<i their 
destination, partly by road and partly by rail. The ryots in the rural parts 
are also eagerly waiting for the arrival of these itinerant merchants or their 
agents and then dispose of the paddy for whatever prices the merchants may 
dictate. If the merchants do not visit any villages or tracts, the stock on 
hand in those localities remain idle. When the prices are high, the mer- 
chants are slow to purchase and when the prices are low, the ryota'are not 
eager to .sell, with the result that the stocks in the rural parts very often 
siitfer loss by warehousing, depreciation, damages and theft, not to say loss 
of interest during the period of immobilisation. The merchants themselves 
sometimes do not know where to buy cheap and where to sell dear and are, 
not infre(iuently, put to much loss. Somehow the trade is still going on 
sometimes too briskly and sometimes too slowly according to the immemorial 
custom of the Nawab days. Though the southern districts are often called 
the Granaries of the Presidency, there is nowhere any granary worth tho 
name. In order to place the paddy trade of these districts on a better foot- 
ing, I would strongly urge the establishment of several co-operative granary 
societies in all the paddy-pnxlucing districts of the Presidency on the models 
of those working in Germany and Holland. The Jttodus operandi of these 
granary societies will be found in books dealing with that subject. 

(/of ton . — Tile area under cotton in this distrid is 140,138* acrc.%. Taking 
the average yield per acre at Rs. 35 excluding the cost of cultivation and 
assessment the total value of cotton produced in the district may be esti- 
mated at 14().43H X 35 - Ks. 51.25,331) or roughly ahout halt a crore iti[)ees. 
Fortunately this product is well under control in the markets. There are 
3 cotton inilis at i^apanasain, Tuti(H)rin and Koilpatti, 3 cotton presses in 
Tuticoriii and 24 ginning factories in Tuticorin and in tho Sankaraiikoil and 
Koilpatti taluks. Nearly the whole quantity produced in the district is 
e.xported as raw cotton, while only a small quantity is turned into yarns of 
26 count in the mills of the district. 

ralmyra. — The acreage under palmyra in the district is 41,244 acres. 
This is apparently the area shown in the village accounts as palmyra forest or 
topes which contain on an average about 250 trees per acre, young, rougli 
and smooth. At this rate there ought to be 103 crores of palmyra tret's 
in the district, excluding the iniiumerahlo scattered trees found on poram- 
bokes, assessed waste and patta lands ail over the districts which may ho 
I'oughly put down at about 22 lakhs of trees. The District Gazetteer pre- 
pared ill 1917 estimates the total number of trees in the district a4 
9 millions. A rough estimate of 1*25 crores of trees may not bo much ** 
outside the mark twelve years later. Making ample allowance for young ones 
and old trees past bearing, there may be about 7J millions of trees in tho 
district which can yield useful and marketable products. What are tho 
facilities now existing in the district to make gold out of dust in this line? 
Though an ancient Sanskrit poet saxig of the 801 uses to which the inrmt 
can be put the only uses now made of it are tree-tapping, hasket-makimil 
^pe-making and the manufacture of jaggery and sugar. The account M 
/fche palmyra industry given at pages 220 — 226 of the District Gazetteer is 
' not very encouraging and it appears clear that the industry is bn lhe| 
decline and all indigenous efforts made to improve the sugar industrj^ inf 
particular have proved unsuccessful. Her© is a wride field for exploitaty|f! 
by organized effoi-ts on a co-operative basis with sufficient ffnanoial help itSm 
land and agricultural banks. 


....I. I - I I - ,,.,.... ^ 

* Statistical Atlas of the Tihnevelly district^ IMIfe ' 





Written evidence of M BJEty. P. BAMAH Avargal, Managing 
Director, Tlie Dthara Kerala Bank, Diinited, Tellicherry, 


I . — Agricultural credit and credit JacilUies for small industries, 

1. For expenses mentioned in paragrax>b8 (a) and (r) of question 1 ogricul* 
turists borrow money on pledges of ornament or on the security of the 
crop they raise or on contracts for delivery of paddy at exhorbitant rates 
of interest vei'y much to the benefit of the lender or at Rs. 8 or so for 100 
edangaitH of i>addy when the xirice is Its. 10 in the market. Agriculturists 
do not go in for big outlay lor iiermanont improvements in Malabar^ such 
as irrigation works. The rate of interest varies according to the status 
and necessity of the horrotver. It is never under 12 per ceftt. It is not 
unusual to have 18 per cent, and it is often 24 i>er cent or more. 

No help is renderotl in agricultural finance by the Banks or Government 
to my knowledge. 

It is not possible to give an estimate of the total amount of capital 
required in the districts for the [nirposes mentioned. There is no co- 
ordinatiou. 1’hcre is indeed much scojie for improvement. 

2. Principal crops to he considered are paddy, pepj^er and cocouuta 
and their by-products. As to jiaddy it is not sufticijj^nt even lor local 
consumption, and hence there is no scope for marketing it out of the 
district. As to pepper it is shipped to foreign countries liy Kuropeaii 
firms doing business here. In the majority of cases advances are received 
from the firms by local Indian inerchants, who, in their turn, lend out money 
as advances to lesser ]>roprjetors and le.ssees of iiejijicr garde/is, and the 
sale, when pepiier is matured and liarve.sted, goes from the bottom to the 
top. In several cases, especially in small holdings, pepper is sold soon after 
the buds are formed on the vines very much to the disadvantage of the 
seller. It is no doubt a s[>eculative sale and i)urchaso, hut it is being done. 
It would be well if hanks, with fairly good working capital, according to 
local needs, are started in the iiitenor parts to udvuiKc loans <>ii the seennty 
of crop and when harvested the crop is in the hank’s possession till the loan 
is liquidated. 8ucli hunks can succood only if bigger hanks can finance 
them on small interests, and tlie only bank which can afford to give such 
jiatronage is the Imperial Bank, winch, 1 believe, gets larger loans from 
Government for no interest or only on very small interest. What is popular 
in the internal trade is ready cash, either coin or currency notes. We are 
uuahle to say anything iirecusoly about hundis as we do not deal in them. 
We feel our way cautiously in the market and so we do not go in for trans- 
actions in hundis which arc at times risky. 

3. Speaking broadly, the value of land depends on the nature of Jhe 
soil, its physical situation, its proximity to the toy^ n ^and its accessibility, 
in several cases it depends also on the fancy of the buyer or his need for 
^ house for himself and his family. W'^e may, however, put down Rs. 3 

. to Bs. 6 for an area of paddy land yielding a varam (rent) of one edangali 
^2 Calicut seers) of paddy. 

The purchaser of land sold for arrears of Government revenue is a 
lit'^e more safe and secure than the purchaser of the other two classes. In 
the other two classes there is always the risk of defective title. 

^ In North Malabar paddy cultivation and crop growing are the chief 
^factors taken into consideration in estimating the value. The fact that 
other crqpe are raised is not of much value in assessing the price of the 

land. 

The value of rnmnihas (garden lands) is estimated by the value of 
im^mvements on them, the net yield per year^ and its suitability for habi- 
tation, etc. 

4. There is no land mortgage banks or agricultural banks in this die* 

^ ttict to otu* 
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5. It is not at all possible even witb a semblance of accuracy to reach 
Im estimate of the existing indebtedness of the agriculturists in the 
district. Where the indebtedness is reduced to writma and registered, 
aome estimate can be had from the records of the Subddegistraia* offices, 
but most of the debts are contracted verbally or under unregistered 
bonds or on pledge of jewels, etc., and how to get an estimate of them? 

There are people who were once efficient farmers but are now' reduced to 
tenants at will and their property has pjissed into the hands of crcHiitors, 
but it i« not possible to trace them. They are so conservative that they do 
not wish to reveal their name and status and tlicir fallen state. 

6. Agriculture will occupy a tenant only for nliout one-third or half tho 
year. The remaining part of the year con well bo utiliaod, if ho is eutor- 
prising and thrifty, lor some other remiuierative work — ^somo cottage industry. 

iZ . — Indigenous banking. 

We are unaliie to funiish any useful information regarding indigenous 
banks. 


III. — Investineni habit and aflrariian of caidtrd. 

People make and give ornaments to their children, not chiefly nr 
wholly for show' and poini>, hut as an investment for future necessity. 
Ornaments can easily be converted into money or money raistMl on them 
at any time. There is no risk of fraud. 

On the whole we would suggest the liberal financing of all the Indian 
hanks now existing by the Imperial Hank and to tipcii more small hanks 
with the asvsistaiue of Imporiul Hank in the interior parts wdiere pro<luco 
is abundant. The arteries of trade may bo made elastic by the circulation 
of cash and money may ho brought to the agriculturist at his door with- 
out an intcrinodiary. 
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WHtten eWdenoe of M B.Bj. M. OOVIMDAN, Manager, 
The Telliohorry Bank* Limited, Tellioherry. 


/. — Agricultural credit and credit facilities for small industries, 

1. (a> By borrowing money from money-lenders and merchants deal- 
ing in the produce. 

(h) Money is not borrowed for capital and permanent improvements, 
but only for ordinary and usual expenses. 

(f) 8pe<;ial needs are defrayed by borrowing. The rate of interest 
varies from 12 to 30 per c*ont and more, the lendei's taking advantage ol 
the great need of the borrower. The loans are repayable by giving prodtm 
of the coming crop, paddy, cocoanut, or pepper, lor a price which t^pil. 
out to bo very low. 

No financial help is given by Government, by Imperial or other banks; 
merchants and dealers supply money on conditions stated above. 

T am unable to give estimate of capital required for above pui-poses in 
this district. 

Defects are (1) ]K>verty of (ultivatois, (2) high rate of interest and (3) 
want of Government help. 

Jtemarks. — Co-oprrative societies for credit and distribution at cheap 
rates, (2) more liberal working of Agriculturists TiOans Act, which at present 
is almost a dead letter in this district. No credit agencies except the above 
in this district and no co-ordination. 

2. The chief products in this district are paddy, cocoanut and pepper. 
Paddy produce is insufficient for homo consumption — largo quantities, are 
imported from outside. 

Cocoanut — forward sales are effected at low rates and often for 
jieriods of more than one year to merchants and dealers on account of 
jioverty and need of the producer. 

Pepper — partly by forward sales on above conditions and partly sold 
to local merchants and dealers, who act as intermcHliaries to wholesale 
dealers and export cfunpaiiies, 

l^oasibiUtirs. — No possibilities at present of pools and co-operative efforts 
in marketing, but producers require education on the subjects. 

Pait plai/ed hij hanhets^ tfr. — The Imperial Bank chiefly discount bills 
of exports on the se<'urity of produce shipped or railed to foreign parts. 

The indigenous banks give no help in marketing produce. The only facili- 
ties are discounting bills and hundis. 

When goods are shipped or railed, the bill of lading or railway receipt 
is sent through the bank together with bills drawn for the probable 
value of the goods. Documents of title to goods are delivered to the con- 
signee only on payment of the amount of the bill or hundi. The reduc- 
tion of stamp duty on bills and hundis is desirable. 

In this district there arc only ordinary hundis payable at a fixed 
peri^. No special forms. Bills and hundis are discounted by banks 
generally. In nig centres they are discounted by dealers also, who pay the 
amount, take delivery of the goods, sell and recoup their money. 

In this ^district, only bills of lading and railway receipts are used to 
raise money during marketing in foreign countries, hut no documents of 
title are used in local marketing. 

No difficulties are experienced in the use of the above instruments. 

3, The value of land depends on the locajjty, for paddy it varies from 
Ite, 3,000 per acr^ in towns to Re, 500 per acre in villages, 
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Far jiepper from R«. l.fXX) per acre in towns and R^. 50 per acre in 
Tiilajsea and forest tracts. 

Cocoannts. Similar as in the case of pep|>cr. 

The factors influencing price of land in all cases are— 

(1) facility of communication by road, railway, etc,, 

(2) labour available for cultivation, 

(8) distance from human habitation and 

(4) health of Jocalitv, o.g., frocKloiii from malaria, etc. 

Large tracts suitable for )>epper cultivation are available in North Malabar 
in the interior eastern parts of the district, which lie uncultivated chiefly for 
want of railway communication with the interior and existence of malaria. 

4. No legal imi>ediment. 

No estimak^ of indebtcKliiiVis. Oovernmeui can prepare it, 

i^^^^!miidebte<lnes.s mainly due to professional money-len del's, merchants and 
ilNiders. 

Hate of interest high, often turning very bigli as stated above. 

ProjKiriies are sold for debts by private sale or court auctions and thus 
efficient farmers lose their holdings. 

This prevents efficient cultivation. 

6. No allicnl or subsidiary industries at all in Nt)rth Malabar except 
country oil-mills. 

Tmprove<l cfKonnut oil-mills could lie slnrt<*<l ; band-looms, dairie^^, poultry 
and bamboo matting can l>e resorttnl to. 

Friendly co-operative societies, crcnlit and pnxluctive. 

0-A. No personal knowledge of any of them. 


//. — JfuHgenoux hanking, 

1. (’hiefly bmns on swurity of gold ami silver and personal security. Bills 
are also sometimes discounted for mutual remittances of money. 

2. Hardly any assistanc'e given. 

6. Only security of gold, etc., at a rate of inkuest varying from 12 to 
24 i>er cent and usual credit, higher rates. 

Hediiction would confer l>eiiefit certainly. 

♦ 

7. Some prejudice. They have fewer deposits and more loans. They are 
condiickKl on sound Hines. 

8. To improve indigenous banks more reliable auditors should bo 
insisted on. 

9. The net return alxnit 8 to 10 per cent. 

10. They are forcetl to refuse for both reasons, 

11. Iiniierial Bank, 

12. There is not much money, idle or unused. 

II J. — Invent >nent hnhii and attraction of capital, 

1. Banks available, besides Imperial Bank of India, Nedungadi Bank, 
Calicut Bank and Uthara Kerala Bank. 

Lotteries called kurh, savings hanks, insurance and co-operative socie- 
ties are for encouraging investments. 

11 
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Yes, they are provj<le<l with faeilities. 

2, They are popular. Higher rate of interest will increase the popularity. 

Generally ofhcials and middle classes imort to savings banks. et<*. 

Surplus not tiHitai. If there is, it is given on loans, sometimes invested 
in trade, rai'ely in agricultural improvements. 

4 . Among the agriculturists there is no cheque habit, nothing to 
deposit. 

5 . Yes. 

Cause — they have little to invest, low interest, insecurity of indigenous 
hanks. 

(1) Protluctive imdeHakings, (2) spread of tcf linical and wicntific knowl- 
edge through cheap vernac*u!ur publications. (3) expert advice, (4) co- 
ordination of methods of cultivation and agricultural information prevailing 
in different districts, (/5) experimenting in ryots’ lands more than in 
Government isolated farms, (6) opening up interior ))arts of districts by 
railway communication. (7) assigning of Government lands fre<* of assess- 
uient for a certain ))eriod in the l>egitiiiing. (8) better protection of crops 
from wild animalK, (9) lietter testing of soils at cheap rates. (10) informa- 
tion as to manures, (11) cheaper medical relief for agriciilturi.sts, (12) 
starting of ngricmltural comiminities in every village and (13) pennnnenoy 
in holding of lands. 

Exhibition has given an iiniietns to trade. 
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Written eTidenoe of V. V. CtOVOrDAlT ]f ATAR Atmtc*!, 

B.A., li T,, •x.Member, Malabar IBatriot Board, and Mambar. Bxoiaa 
Idoaniing Board, Oaliout. 


l. — Agt ii ultnrul credit and credit facditicii for small industries, 

1. lu rei;urd to agrk'uitunil ci'edit, the systmix tliut obtains at proseiit 
in the rural ureas of Malabar, and particularly in iiiy taluk of Ernad, 
is more or less of a primitive kind, which, in my opinion, requires to bo 
put or plat‘e<l on a more rational basis consistently with tii© iwued ideas 
of modern age. The cultivating tenants form the largest majority in 
regard to assmiation with agricultural work and it is very natural 
well as essential to provide leasonable facilities for the t^xtensioii of agri- 
cultural credit to thorn. 

Under the present system there are. broadly speaking, three* ways in 
which the agriculturists in iny district obtain financial resourt?e8, namel^^, 
Loan Jionds (dikso promissory notes and ('o-oi)erative credit. 

As regards the first method, this is generally availed of in the month of 
Karkatakam ( July-Aiigiist ). the month of continuous rain and absolute 

want for the average iieusant. The loan generally taken is in tlie ahape 
of paddy from the midtllc-cluss landholder for a ismsidi'iatiou which aorks 
out a profit for tin? creditor at the fMiormous rate of 120 to 180 per cent 
per annum, 'riiis will he «‘vident from tin* fact that every ten ijaran of 

pa<l(ly bo I rowed in Karkatakam the borrowing tiaiant has to ruturn 12 
or Id jMirus ill Kanni (Septeinber-October) barely two inontli.s after tlie 
transaction. The individual loans of this kind generally range from 5 

^ras to 20 a quantity just Mitticient to ktH‘p the borrower uud Ilia 

family from uhsolute starvation for t^vo months. It lias to Ik? said hei*e that 
tlie average cultivating tenant has no other r€*souice in the inU'rvnia 

lietween two crops (Kanni and Makuiam) of a year tlian to depend upon 
such loans, in most cases he has no other means of enruing n livelihood, 
1 lH*Iieve, on account of the ahsence of facilities in such a direction. 

Next comes borrow ing on proiiiis.sory notes. This is gencnally in the 
form of a money loan and repayable within short or long periods subject 
to the inaximuiu limit of thret* years. The interest geiieruiry levied in the.se 
cases is ut a pei ceutage of 12 to 24 per aim inn, the inti»rest being payable 
at the end of every year, form of credit is availed of l»y tliat section 

of the cultivating tenantry which resorts to dry cultivation of trrops such 
as gingei’, etc., and in such cases the iHirrower is emibletl to repay the 
loan after tlie period rei|uired for gathering, marketing, etc., of the pro- 
duce and realizing the iiroceeds thereof. 

The next and thj only other method of borrowing adopted is, as we 
all know, comparatively of recent date, namely, co-operative credit system. 
Though it has a very liigh aim of helping the iievfly agriculturist from 
his sorry plight, it has to be confessed that this is only so inconsiderably 
small in its actual operation that help does not reach most of the needy 
cultivating tenants. At present it gives facilities to only a few who are 
able to hnd the miuired number, generally two jM^rsons, to stand surety 
for them by taking a miiiimuiii number of shares required. It is also un- 
fortunate that the authorities coiu?erned frequently recommend loans only 
to those who have profiert^' and other credit in the loc^ality so that help 
does not i*eaeb the really needy and hard-working tenant who, thougn 
wanting in such property or resourcefulness, may l>e relied on to repay 
the loan by his application and hard labour. This is really discouraging, 
if not disappointing, for there ai:e such hard-working tenanta who are 
reduc^ to destitution and misery by Indiig practically kept out of the 
benefits of the system. 

I have stated akiove the ease of the cfultivating tenants in general 
w'hethcr the loan taken by them is for any of the purposes in <a), {b) and 
(c) in general. Hut I may add that the dimctiUies really liecoine aocseiituated 
wnen thete is a failure of luonsoon. 

Cases of iM*rinaiieiit improvenient for wliich tlie tenuiit wiitiiH loans 
are few' and far kietweeii, a fact which calls for seriouii eousideratiou the 
necessity to provide sufficient facilities at least in the future. I am hf 



84 


opinion that tbo Government Co-operative Department f»ltou1d concentrate 
more attention hereafter on the neoe8»ary efforts to be made fio as to ensure 
the extension of the system t€> it« utmost possibility amonu 
large mass of the cultivating tenantry. There is also, in iny opinion, 

great and pressing need for providing Government Agricultural Banks 
with independent capital from which loan should be granted on reasonably 
small rates of interest. Although in stray cases ngricuitural loans are 
granted by Government at per cent, the cases in which this advantage 
IS derived by the needy tenant are indeed negligibly few, the disadvantage 
in this case being the absence of facilities which a regular local bank could 
give for direct dealings. 

Generally s^ieaktng, the average permanent cultivating tenant has the 
initial resources to meet expenses during the cultivation. As I have already 
Stated, he has hardly an 3 ' resources for making permanent improvements 
under the peculiar primitive system already referred to. 

As regards loans for meeting land revenue, there is hardly any necessity 
for them as the demand for the revenue is met by the janw't or the land- 
holder except in u small proportion of tenants who hap|>eii to l>o land- 
holders in a considcMtthIo scale and are therefore in a position to find the 
necessary resouices independently by themselves. 

In general, the cultivating tenants in rural parts have no deuiiiigK 
directlj^ or indirectly with the lnn>erial Bunk of India or the joint stock 
banks or Imnks of other descriptions ext^ept in so tar as has already Ijeen 
refprreti to with refeience to loans from Government and through the 
agency of co-opeiutive credit .societies, so that tlioy depend almost entirej^' 
for their financial resources upon the abler and richer landholders of the 
same locality. 

In tny opinion u capital of aliout Rs. 10 lakhs to Ik; supplemented by 
deposits from tlie public would Ihj rcHjuircHl for organizing a district agri- 
cultural bunk with a fair nuinlier of branches in important rural areas 
to meet tiie rcK|iuiroiuonts of tlie agriculturists as stated beforb. 

The one outstanding defect in the existing system .semii.s to me to l>c 
t{he steady' impoverishment a^id increa.sing destitution of most of the 
tenantry in the rural ureas of the district. It is therefore very unfor- 
tunate that perse vcrancxi and industry should l>e rewarded in this fashion. 

2. In regard to the method of marketing principal crops in tJie district, 
I regret to observe that there is hardly any organized system now in 
vogue. What, if at all anj'thing, exists, is the arrangement which some 
European firms in the district have made by ap^>ointiug their own agents 
to collect and transport to their warehouses the indigenous products of the 
district. If sufficient facilities are given in the shape of organization, there 
is no doubt that the hard-working peasant of the district who raises the 
various products would Ih' enuhleil to find a reusonat»le j)rofit for hi.s 
industry. This is only in the case of products such as ginger, pepi>er, nux« 
vomica, eashewnut, etc. As regards poddy, there is generally only internal 
transport wdthin the taluk or district itself as the crop is hardly sufficient 
to meet the local requiix*inents.* 

It is cH'rtainlj' veiy desirable that satLsfactory arrangements should he 
made in the direction of formation of pools and co-operative organisations 
for marketing produce. I think one or two important centres may v be 
established in each taluk so far as existing transport facilities would 
warrant. The Government should arrange to establish a safe and rt^ixinsi- 
ble agency to help the producers in every way without adding to their 
dlIRcmties in the marketing of their produce. If this were done, the really 
hard*w'orking produt*er would ^lot be deprived of his due shai^e of profit. 
(There ai^e no dim?! dealings witli luiuks in connexion witli marketing work, 
the producers generally coming to make arraugemeiits of their own with 
agents^of European firms or big merchants.) 

It is eertainb* nccessaiy to make suitable provision in r^^ard to the 
proper use of negotiable instruments in carrying out the various agricul- 
tural and other works in the district. It would also seem desirable to 
reduction of duty also on bilb. Hundb certainly play an important 
part in regard to financial transactions in the marketing of produce. 1 
am nwarU of two classes of hundb in general. In one case die amount 
is advancetl for a perknl of 27, 57 or 87 days or any |>eriod loss than 87 days» 
j^e actual net amouut paid to the drawer being whkh remaius after 
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dodacthig JK5foit4iand the iatei'esi lor the pori<Kl at the rate fixtnK tlio 
cost of the bundi and a ^luali ^uiii for charity or 2 »uch other ohjcH't 

as the inofiey-lendcr may pix^Til>e. In several cases a party is unahio to 
meet the demand on the due date and driven to the iieceaHity of renewing 
the huiidi which in essence means binding IntUNelf to pay compound interest 
generally at a very exorbitant rate. It is not uiKHMiiinon to find that an 
amount due hy a hundi horrow^er may double itself if renewed three or 
four times and then the i>oor liorrowcr is entirely at Uie mercy of the 
money-lender. This is indexed most pitiable and ought to lie disit)urage<l. 

The other kind of hundi is <,fi iiistaliiieitt system, the »H*-paymeiit lK.4iig 
made by instalments either daily, wt'ekly or fortnightly as the ease may 
be. This fac*t. however, fimls no mention in the hundi itsell. but is a 
private arrangement lietween tine lender and the borrower. Here also 
there is great loss to the borrower. The* habit oi eSi*euting hundis under 
iOresisiire of eii'cumstanc'es and of renewing ibeiu when unable to meet the 
/ieiuand in due time ha.s brought rack and ruin on many a respt*etable 
/trader or businessman who has to work on Imrrowctl cm pita!. 

Gcnerully tlio lollowing is the wonling ol a liundi : — 

(■ulieut, 

lOtli September 


Us. im. 


At <*)7) fdty-sevon days alter dale we jointly and s(‘verally promise to 
pay Messrs. S. Doraisw ainy Iyer A Bros., or order at tlie liiipmdal Hank 
of India, Galicut, tlu‘ sum ol Us. iKK) (tlirw hundred only) for value re<.*iMveil 
in cash. 

(Signtnl) V. Unma Iyer. 

(Signeil) II. N a ray an a Iyer. 

V. Uaiiuf lyei, 

^'akll, C’alicut. 

K. Narayann I.ter, 

Advocate, Calicut. 

Huiuli.s are generally iist^l ordy in urban areu.H of the distriets and <lo not 
seem to find lavour with the rural population. 4’lie discounting of hundis 
is generally done through iiulcpemleiit or professional money-leiKiors, middle- 
men, et<’. J understand that rarely hiinuis emanating from a locality Hnd 
their way to provincial centres where they are diseounttKl. 

As regards the instruments of ownership ot gcanls and produce and other 
documents eini»lo 3 *e<l for raising money. 1 am atvare of the follow ing, iiuniely, 
(1) bills of lading. (2) railway receipts, generally received by V.U. post, 
and (3) rail wav rer'cipts obtained by other means. The use of those instru- 
meiita is not always convenient, lor the holder ol .such an instrument will not 
part w'ith it unless lie gets uetnul payments and very ofUui the person who 

reqtiires the goods to be released is placed at a disadvantage by delays, 

borrbwing on heavy intcicst, etc. To avoid thi.s, it would seem to l>e 
ne^^eeawry that some hank or co-operative society should help him in getting 
pofl^esston of the goods and also in their transport to the proiH*r market, 
money so reciuired lioing lent on very easy terms. Jt is in this matter 
that Government assistance is iin|>erutive. 

3. Lands may l»e generally elaasified as wet ami diy. The foniior are 
almost wholly used for paddy cultivation and, generally .simaking, fetdi a 
luiniinum value of Us. 2,000 imr aero where it involves the disposal of tlio 
janmam rights theiiiselveK. The value of dr;^’ land, on the other hand, varies 
in a large measure as Imtweeii sik4i land situated in urban and rural area 

and wi^jeferenee to the purposes for which it may Ije employed. Regard 

Janiiii fltfn to the circuimtance, the value of dry land may In? said to vary 
from a minimum of Us. 50 per acre to a maximum of Us. 2,000 per aero, 
if not more, for in iow'tis which have a tendency to grow' from year to 
year tlie value of dry lands for building purimses in imrmaneiitly on the 
increase, and t know an aero mimetimos ietdiea live or six thousand rupetw. 
Brides this, dry land may tie classified nndor garden land and thoao for 
fugitive cuHivaiion. 
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Ab roguiclh heverut i'actojiii affeciiiig the value of land, I have t# aiate 
lliat they vary very much, (o) For instauc^^ when the land ib put up for 
auction tor non-paynicnt of revenue it generally Is knoc'ked down for a price 
which is hut a small fraction of the real price. The reason is obvious and 
betrays an amount of heartlessness in the Government official concerned 
^ whose interests seem to l>e eircuiiiscril>ed almost entirely within the narrow 
bounds of the Government demand which might very often l)e int*ompara- 
bly low w’ith reference to the value of the land. For iustunce, if the 
Government dues l>e Its. 100. a land that is worth ten times this amount 
would easily Iks knocke<l down hy the person who bids for it anything 
above Us. 100 tlierehy doing an act of inexpressible injustice to the rights 
and intert*sts ol the prmr tax-payer who may have (xrcupancy or proprietory 
rights over it. The case* tailing under subdivision (r) as regards sale for 
court decr<K» also Incurs a .siitiilur character. The only safeguard to the 
oeeu[)ants or owners affecte<l in such cases is the jirosiiect held out to him 
hy the c*ondition tliat such sales are not* finally confirmod until after one 
month and six months lespectivcly Irom the date of auction sale, and he 
has an opportunity of rcM:feoniing the land in quc^stioii by dex>ositiiig the 
aiiiDuni along with the incidental expenses pertaining to the Govern- 
ment or revenue or the Court decree. As a remedy lor such injustice 
1 may suggest that it be pre,scrilKKl that in all such ca>es the official 
eenceriied who conduits the sale should not Ik^ guided by considera- 
tions based upon only the rights ol the (foverninent or the Court 
but upon the larger ones posses.sed hy the o(‘(‘ii]>ants or the owner, 
as the case may be, as to the ainoiiiit which should he offered at the outset 
during the auction. Such price must certainlv hear a reasonable relation 
to tile prevailing or the market value ol the land in question in the parti- 
cular locality loncerned. As regards subdivision (f). I have almost little 
Ho say for in all such negotiations it is nuturul to expect the parties 
concerned to safeguard their interest in the liest manner feasible and is 
therefore no ground for regulation or legislation. Generally speaking, 
transactions following under this subdivision really hnng to a fair .standard 
4^ value of laud which is the subject-matter of this subdivisidn. 

4, 1 am not aware ol any legal or other impediment to mortgage ol 
lauds, etc., in my district except what may he incidental to the interest 
of individual members ot a f(truufti of wdiich the Lnrnovnn may foi* .some 
reason or other make an attempt to mortgage laud lielonging to the ttu icad 
without eonsultiiig the w i.shes of other iiiemhers. In such cases, liowevei , 
the action ol the hanmnui would he subject to revision by C'oiirt or other 
authority if the (inavdaravans ore able to .show' before a court of law that 
such mortgage was not necessary lor the purpose of the tanvad as a 
w'hole. in a lew eases where the proj)erty is the trust pertaining to a 
sihafunn or religious institution, there is certainly a legal impediment in 
the way ot the manager effeetiug any mortgage ol laud hclonging to such 
sthaiunn or institution. His control is i^eiierally restricted hy the extent 
of the income or rental that ma> be derived Irom such prui>erty. 

There are no land-mortgage hanks or agricultural banks in my distri<*t 
for the provision of long-term credit. This is indeed a great desi^e]%^gim 
and the earliest opjKjrtunity .sliould Ik? availed of to establish such hanlik jon 
the various taluks of the di.strict. Most of the evils and handica|j|ajra|l^’^ 
landholders generally are suffering from to-^ay may very rightly 
to the absence of siicli a provision. There is no exaggeration in my saying 
that many respoc'table small landliolders have )>een reduced to almost 
absolute destitution for want of such facilities, lieing driven by exigencies 
to fall within Uie merciless clutches ot unscrupulous inoncy-lenaei*s. 

1 would make the following suggestions as to the lines on w^Hich such 
banks may be establisinxl and worked in my district: — 

(a) Impoi-taiit centres, at least one in a taluk, should l>e fixed for 
locating' them in wnsultation with the wishes of the landholding community. 

(h) They iinist >>e supplied with sufficient capital to meet the exigen* 
ciee normally arising or those arising in times of failure of monsoon, etc. 

^r> The length of cu’edit may l»e pi'egeril>ed from a minimum of five 
years to a inaxiinuiu of 25 j^ears. 

(d) The rate of intoiest slmll not ordinarily exceed 41 per 

annum* 
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^(«) The borrower should be allowed the option of repayment by annual 
Or periodical instalnientii per annum as may Ik* feasible to him under 

the circumstances of each ease. 

(/) In cases of failure on the part of the borrower to carry out the 
condition as to the repayment of the loan, the sUnis to 1 h‘ taken Hhould Im 
^liined to wliat may be al>solutely necessary for tbe retoverj* of the 
instalment or instalments which may luipi^en to l»e due at the time and 
nothing beyond. This is particularly so l>ecauso it is ex|>ected that the 
defaulting party would have tender^ sufiicieut security for the fulfilment 
of his obligations, so much so that the bank concerned would have no i-eanon 
to apprehend any possible loss on the capital loan amount. 

In regard to measures for improvement in the record of rights, etc,, 
following under .subdivisions (n) to <r), T have to state that in all matters 
which are not borne out by record.s in Government Uegi.stry offices it 
would seem to lye neces.sarv for the Imnk corn'erntnl to institute proper 
enquiries locally in i-esi>ect of the rights and titles of ownership, eti'., of 
the applicants for loans and al.^o to demand of them snc'h testimony as 
they may l>e able to offer in vindication of their rights. I think that the 
working capital of the proposed mortgage hank.s may be derived fmm all 
the thrw sources referrotl U} in (a), {h) and (r'l. It is out of the question 
to consider the utility of delK'^ttire lamtls bereft of any guarantee parti- 
cularly as regards the principal. The Government may bo secured against 
loss if the auUioritie> of the bank coiu'ernwl eKerci.se sufficient circumspec- 
tion l>efore advancing the loan as legai'ds the solvency, inalienability, etc., 
of the rights and titles of the intending bf)ri*f»\ver. 

/). It i.s not possible to arrive at a rt'nsonably nc(‘urnte estimate of the 
indebtedness of the agricultural cla.s.ses. It would, in mv opinion, be 
necessary organize a census with the obiect of gauging their individiiiU*^ 
and general economic financial conditions. What we should aim at, should 
be to remove the chronic poverty of tlie mass of peasantry and try to 
rai.se the standard of their living, lianking facilities on a reasotial^le 
scale that w6uld meet the reciuirements of ouch rural aicn should be 
vided without delay. 

As regards the purposes for which debts are incurred by these classes I 
think they ai’e covorecl liy sections (a) to (r) in most cases, the remaining 
ones Iwiug rarely met with in Malab ir. As a h ead v staUnl above, the 
only creditors who ar«>* approached by the needy are the n)iddle-clas.s land- 
holders who are fairly in good (‘oiidition. There is no doubt that the 
present state* of affairs does in a large measure* take awav from the* actual 
cultivator the incentive jiroduce more and in an «'ffici(*iit and belter 
manner. 


6. There are hut very few small subsidiary jiidustrics practised by the 
rural agriculturists of Maluliar. The only ones worth mentioning are 
garden ])rodu<s? and dairy farming on a small scale*, hut in m*ither case is 
there anything done on an orgaiiiz4*d .scab*. The remaining cpieKtioiis under 
this head will he answered by the fact that it is only when sufficient induco- 
mea|p llud financial facilities arc offered that the avc*iHge cultivator can 
li^flKedled to hetake* himself to sii(q>l<‘mental industries on any apprecia- 

It would lie useful to nrovide faeilities for eneouruging, parti- 
mSkiwfthinoiig the womeukiml of the villages, 8Up])Ieniental industrial 
acttvities such as dairy fanning, hand-spinning, cjoir-making, etc. I 
should also suggest the opening of small industrial schools in important 
villages where carjientiy, hlacksmithy, weaving, etc., may Ik* taught to 
the children of the peasants. 

7. The co-operative hanks have certain arrangements with other hankft 

in the headquarter.^ of the district, for financing themselves in cases of 
necessity by recourse to what is known as the ‘ overdraft * arrangement. 
Even this, I believe, is only resorted to on a comparatively small scale. 
So far as my knowl^ge go^ the Malabar District <;o-o|)crativc Bank has 
large funds at its command in the shape of deimsits made by private 
parties as well as by local boards and other public iKidies. T think that 
there is every nef‘es8ity for extending the advantages of the co-operative 
movement throughout the district so as to bring it within the reach of 
a much larger proportion of the needy and helpless people. I would also 
in this ,^nnexion state that the sphere of usefulness at present is very 
narrow iSii as already stated in the earlier part of the answer. 



//. — Indigenous hanking. 

In regard to indigenous banking there is very little of it in tllb rbral 
arefts for agricultural loans on any appreciable scale. Banks and bankers 
under tiiis category are generally found in urban areas and their opera- 
tions are mostly Hiuited to hiiancing traders. In recent years a few* enter- 
prising and moneyed janmi* have openiMl hanking concerns, more because 
Ik of the fact that they would bring a better return for their money than 
their ancestral methc^s of investment in lands, etc. Tliis, of course, while 
enriching them considerably, has led very appreciably to increase the 
poverty and destitution among the cultivating tenants. Practically speak- 
ing, such banking is only a synonym for organised swindling. These indi- 
genous hanks are started generally u'ith a small capital and have dealings 
with one another for mutual hnancial arrangement. The loans that they 
grant arc ordinarily small in amounts on pro-notes and more often on gold 
or silver security. The expenses for conducting these hanks are propor- 
tionately small or inconsiderable. 

5. There is no particular principle which regulates the granting of 
loans by these hanks or bnnkei-s. It is generally (>p[>oi*tunism that they 
try to make the best of. 

6. Certainly a letter organized hanking system including Cevoperative 
and Government Agriculitflnl Banks a^ill *eertainly minimise the existing 
evils regarding the rates of interest and other conditions. I am not much 
interestcxl in encouraging the existing system of indigenous banks or 
hankers. T am almost ceitain that tlie whole fabric will topple down or 
l)e conducted on proper principles when the suggestion as to the opening 
of properly organized co-operative or agricnltnral hanks coino into existence. 

^ 77 /. — Tn Juthif and atfrncfion of capital. 

This is indeed u very essential matt<»r for consideration. Every effoi*t 
''should l>e made to encourage thrilt and the formation of the investment 
h^hit among the poor peasantry The Po.st Office Savings Banks c‘ertainly 

^ great deal in this direction hut the rate oi interest al loaded being 
#mall tlicre is not sufficient inducement for the investment of this kind, and 
T fear in good many areas theie is no facihtv for such investment also. 
Investment in Postal Cash Certificates would seem to promise greater 
popularity if a decidtxlly bettor rate ol interest is allowed on the investment. 
It is certainly advisable to induce the iiurchase value of tins certificate from 
Rs. 7-12-0 to Rh. 7-8-0 foi* every ten rupees. The five-year arrangement has 
the further advantage ol giving a certain degrtv of sati^'faction to the investor 
as to the ef*oiiomic nosition which he would arrive at. at the end of the 
period. The Post Offi<‘e C^ish (Vudificaies and other Government Securities 
are eertniiily liourul to become fKipular in the villages it the* peasants are 
corrtH‘tly informed and icaliz<‘ lot themselves the ailvantnges of such an 
investment. 

] am not to add anything el.se in the shape <»t answers or opinions on 
the subject. I must, howevei, eandidU affirm here that it is really a .solemn 
duty the (Joverinnent owe to the agritMiltni al population in the country to 
do t'vervthiiig that lies in their pow*er tor its amelioiation and general Wel- 
fai'e. This c‘Oinmnnit\ has been groaning under nmuereus disabilii^i||^or 
generations past and it is not safe to keep them diseontented and uemmy 
any more. Even at present, signs are not wanting of many membeilt^cf tow 
(•ommunity trying to give up their ancient occupation and migrate tcr^wns 
to seek a Iwttor and more lucrative profession. The tide of such a feeling 
in tlie country should not l>e allow’tKl to advance fuiiilier. for, it wilM>e really 
imperilling the future economic resoun'e.s of the country. Proper banking 
facilities w*ill certainly do a great deal to improve the existing condition 
in villages and f heartily wisli complete success to the piogramme that Uie 
• Banking Committee has liefore them for the betterment of the financial 
condition oi the agricultural and rural population. 
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Written 0Tid«iiee of MJLBy. K. h. BAVOBABZ ▲TArfal, 
B.A.> Vakil» Ck>o&dapoor. 


1, Co-operation^ well organised, can not only aid in increasing the out* 
put of the agriculturist but also help him in proper marketing. The 
credit needs of the tenant^ the labourer and the small artisan can oe met 
through this organisation. The only draw^back in the uroper development 
of this organisation is insufficiency of competent ana honorar>^ human 
material to act as guide and friend. This defect can in the pre^nt con- 
ditions prevailing in the villages be got over by the State intervening and* 
arranging for the village headman and the village teacher being made ex 
offi(fio governing body nieinl>ers, and the other three pnnchayatdars being 
elected by the general body, one of the latter being the president. No pro- 
gress seems to he possible unless arrangements are made to pool together in 
a central place of the village the produce of the village and for advancing 
moneys until the time of marketing. For this purpose 8tato-own€>d build- 
ings may bo constructed in tlie village which anil serve as a reconstruction 
centre for the area. 

2. My district is full of banks registered under the Companies Act, 
All the banks are faced with surpluses. They finance mostly trade, and 
small debtors get money from them on pledge of jewels. Their volume of 
bu.siness is Rs. 75 lakhs outstandings, and the share capital may not be leair^ 
than 5 lakhs of rupees. Rig loans are sometimes in a few ciises issued 

the pledge of agricultural produce as well, storetl in godoams. The rateg| 
of interest on deposits at present do not exceed Rs. 6-4-0 per cent for tU'O ' 
years, or more. They command the confidence of the people. There is i^o « 
difficulty of set‘uring finance at any time. There are sufficient facilities h&P" 
investment of savin^^. The habit of investing in silver and gold is being 
given up gradually in favour of productive inv^tments. No chanj^e seems 
to he necessary on postal cash c'ertificate rates of intercut. This district l>eing 
mainly agricultural, paddy crop and coconuts, are the main products. In 
viea’ of the intxime from the above, temporary loans and credit are obtained 
for the payment of assessment or rent, purt^hase of clothing and such other 
needs, and these are wiped out after the sale of the produce. Farmers do 
lend to agriculturists only rice and such other produce to be leturned at 
the time of the next harvest. No cash money generally stays with them for 
even a month. The banking and investment habit is of slow growth in 
India because of the want of safe means of communication and transit 
till very lately. 


12 
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Written eridenoe of Bot. T. 0. WITJfSir, London Xitoion, Salem^ 


I ftiB in receipt of your questionnaire. It is impossible for me to 
answer some of the questions, which are of a technical character outside 
ray experience. It would have l>een possible for me to illustrate some of my 
points if time bad allowed me to get together the full particulars of cases 
which have come under my notice. But as this is impossible I most to a 
large extent generalixe. 

Most of the cultivators, coolies and others live from hand to mouth, 
without any attempt to save money. They trust to realisations from 
^ crops to supply them with nectary funds from time to time. This is due 
paHly to a general spirit of improvidence, but also to a poverty so great 
that there w seldom any surjilus to put by. Even if there were, there ft no 
safe place in which to put money. The result of this is that if anything 
goes wrong in his calculations, if the crops fail through lack of rain, or a 
bull dies, or there is some special family expense, the man has no reserve 
». to fall back upon and is compelled at once to borrow. There may occasion- 
ally l)e men in the village who can lend him money, and there is sometimes 
a co-operative nwnety. But his usual resource is the money-lender. His 
rates of interest are high, bvit he has the great advantage that he will give 
the necessary money at once, whereas the co-operative society may not 
he able to provide it in time. There is, for example, the possibility that 
the society itself may l)e in debt to the hank from which it draws its funds, 
the members having failed to pay up either capital or interest with regu- 
larity. It must unfortunately he remarked that the cardinal principle 
upon which most ^rrowers in Ibis country go is that money is onl.v to 
repaid on compulsion, and so long as there is no pressure brought to bear 
upon him a man will let his debt go on, and allow the interest upon it to 
accumulate without bothering his head much about the future. Hen(^ 
the dif!icultle.s into W'hich co-operative societies so often get, and their 
frequent Jack of powder to help the individual in a time of specially urgent 
need. So the borrower goes to the money-lender. The latter takes full 
advantage of the urgent need of the applicant, and the incapacity of 
others to help him, and fixes a verv high rote of interest. Rates of interest 
that have been quoted to me are ^ per cent per mensem on a simple pro- 
note, and 2 per cent per mensem on land or other property, i.e., 24 per 
cent to '16 per cent per annum, not taking into account the fact that some 
of the interf»st is available to the money-lender for re-investment during the 
year. Tn the towns, among the servant class, one anna per mensem is 
often chargcxl on every rupee, jewels l>oing held as security, and only 
returned when the full capital has been lepaid. This works out to the 
rate of 6J per cent per mensem, or 75 per cent per annum. The debtor 
naturally finds it very difficult to repay the money under such circumstan- 
ces, as it takes him all his time to pay ihe interest. Where property is 
involved the sowcar will often show a spurious kindness, not bothering the 
debtor to pay the intere,st and allowing it to accumalate. The debtor Is 
only too content not to he bothered. But presently the creditor calls atten- 
tion to the debt. Things have gone so far by this time that the debtor 
cannot even clear off the intere.st. So this is added to the principal, and 
the same rate of interest charged on the whole until at last the cr^itor 
closes and takes the man to court, securing thereby the whole property 
mortgaged, and often leaving a debt over which the man has somehow or 
other still to repay, perhaps through the help of relatives. He, of course, 
has also to pay the costs of the suit. This w-as, of course, the real object of 
the money-lender. 

It is difficult, of course, to know how to deal satisfactorily with a situa- 
lion of^his kind, as the fault does not lie all on one side. The creditor is 
rapacious, hut the debtor too is lacking in conscience where money is con- 
cerned. It is largely a moral problem. But it is probable that the hope- 
lessness of repaying borrowed money in full may lead to indifference in 
regard to it, and it seems to me that the first thing is to deal with the 
money-lender’s rates of interest. It should he made illegal to charge more 
than a certain amount of interest, and when cases are brought to court 
the rate of interest should only he calculated according to the maximum 
allowed by the law. Even then there may he cases of high interest which 



4o pot come to the notice ol the court, for the crc?ditor may renew ilio 
Ibona, adding the former interest ehar^cni uceording to rates of his 
and when the document comes to court ti will only show so much princinal 
at such A rate of interest. It is difficult to know how to deal with mis 
diroetly. The sowcar is a necessary person, for if he is not there to lend 
money, the cultivator, aiwa>*8 liable to loss owing to* tho uncertainty of the 
weather, will not be able to live in times of drought. Further, if his bust* 
’nobs is not profttable, he will not curry it on. Ko, while the rates of interoat 
allowed, taking into account the slowness and um^rtainty of repay mcmt, 
cannot bo too small, yet they should he very considerably limited by law. 

It would )»e more satistactory still if the savings bank principle could 
Ih* extended in such a way that it would l>e easy for a man to deposit 
money at onc'e when he has it and for short periods, some interest, even on 
short "time deposits, l>oiug given to encourage him in developing thrift. As 
suggested in the qucrstioniiaire, this might l>e heipoil by making tlie transfer 
ot money in country part? an easier and less expensive affaii*. Looking ai& 
It merely from the individual’s point ol view, tho rates churgcHl for money 
orders are very high, and thj> regulations covering insured lottei*s are 
rather too coiniilicated for the average ryot. Could not I'ountry banks bo 
established which would imdertnke the deliveiy as well as tho banking of 
money, so that a ryot might go to one, deposit money and give the address 
to which it was to l>o sent, rev'oiviug a proper reteipt for it, and so end 
the matter h In the case ol illiterate iiieu, tlii.s would be far simpler than 
tho present pro<x'ss wliuh involves writing an envelope, addressing, mark- 
ing and sealing it in a spi^’ial way. etc. The actual transfer ol money between 
the banks would not lUHcsharily be lery great, though there might be a 
good deal ot account keeping. Still it would probably bo a cheaper and 
simpler methoil and <me the illiterate man would iiudorhiaiul. 

'riiese banks .siioiikl lai piiinarily agiuultural lianks, giving loans for 
proper purposes, chiefl> on iiuprovementH to crops, fiekls, on s€»etl and imple- 
ments, et<\, and acc'epting iiioit gages on laud and pi*ojH»rty as secunty. 
'J’hey should he strict in their exaction ol intere.st to prevent debts from 
growing, and they should combine the i unctions of loan banks, Kuvingii 
luinks, and offices tor the transnuHsioii ot money, one function helping the 
others. I’lieir rates ot intei*est should lie sufficient but not crippling. 

The co-ojmrative banks might still continue, lor they are not likely to 
compete with the agricultural bunk.s. for their cliiet 1 unction at present 
seems to fie to dear off previously existing debts, or provide money for 
tiiinily expenses such as wiMldings, etc. 1 doubt whether they are mucli 
used tor unprovementf} to land, etc. 

Jn conclusion, 1 may say that, in my opinion, tho one great reason for 
the backwardness of India in industrial affairs is that, us long as money- 
lending is such a profitable business fetching interests varying liotween iki 
and 60 per <‘ent, it is unlikely that rich men will put money into much 
less profitable in vestments in industrial affairs. So, unless the profits of 
the sow cars are strictly and H<>veroly limited, the bulk of the capital in India 
will l>e used to fleece, the cultivators and coolies and will not l>e available 
for industrial development, and the wealth which may bo expected to 
come with it. 





Written erldenoe of the Secretary, Xatary Veera Saira Lingayet 
Vnion Bank, X*iniited, Xatary, ITilgiris. 


I Ijeg to acknowlodge receipt of a series of questions you sont me to 
answer for the Provincial Banking Enquiry Conimittoo and I give here- 
under what part is played by the above bank with a few suggestions. 

1. The above bank was registered as Joint Stock Private Company 
tfnder the Indian Companies Act in 1921, and is doing good work with a 
^mall paid-up capital of say within Rs. 5U,0(X). 

, 2. The following deposits are receiv€)d in the bank: — 

Savings bank account at lls. 31 por cent per annum. 

Temporary deposits toi 6 months at Its. 6 per cent per annum. 
Fixed deposits for one year at Rs. 9 per cent per annum. 

I * As the ryots in this part are mostly poor we do not receive much in 
the way of the al>ove deposits. 

Dividends paid on shares range fixiin Us. 12 per cent to 18 per cent 
|per annum according to the income of the bank. 

3. Tlie bank has ojiened stores — provisions, etc., — giving the ryots 
provisions, et<'., at a cheaper rate. 

4. The bank has also opened a small estate to enable a few of the 
ryots to work in and earn their daily wages. 

Note , — This bank has not sufficient funds and a loan of a lakh of 
rupees at Rs. 6 per cent interest if granted from Government to this bank 
will enable the bank to give further and better facilities to the r>'ots iu 
the vicinity, 

5. Loans are chieflj’ applied for by the ryots for cultivation and to pay 
off their old debts incurred as a result of mostly failure of crops. 

6. Market’mg of crops . — Private merchants come and buy the crops 
and sell them either at Mettupalaiyam or Coimbatore, etc. No reasonable 
rates are obtained for the crops. The chief crops are : potatoes, coffee, 
tea, and eucalyptus oil and other minor produce. 

7. Loans are issued by this bank on shares, immovable property, jewels, 
and pro-notes at an interest of 14 annas, 1 rupee, Rs. 1-4-0 and Its. 1-S-O 
per cent per mensem respectively. 

8. Poorer class of people get no helj^ from any one either from Govem- 

nient or from other banks — us the issue of loans either by Govern W 
by other banks are under certain rigid conditions. ^ . 

9. 1 suggest that the ryots l>e given more help in the way of hnaiie», 
as the present way of helping them by Government, and by co-operative 
banks seems inadequate. 



Written eridenoe of P. S. SVlfDABAM ATTAB ATMgal, 

Pleader, Muniolpal Councillor and Preiident, Oo*operatiTe 
Urban Bank, Limited, Perijrakulam. 


1. I aru cDutiniug mybdi' to the district of Madura rather thuu to the 
province. At the )H>ginning ol tiie season, the cultivator ha« to start 
with nothing. His maiiiBtuy for tunds is the local inuaey-iender, a sowcur, 
a private bank, a wholesale merchant, a grain broker or a co-operative 
society if there is one. Jn the case of the tiist tiiree, ho has to pledge 
his wife’s jewels and execute proinis-soi*)^ notes or oilier securities to|; 
amount borrowed. Usually these amounts include future internet or dis- 
count till the stipulated jieriod of repayment or the harvest season. Soihe^ 
grain solatium is also added. As soon as tlie harvest js over, the cultivator 
lias to sell away his producsi for the least prohiablo price, so as to escape^ 
any penalty c-onseiiuetit upon default. At the end, the cultivator is left 
almost nothing for his future livelihood. In the next two sources of 
supply, the cultivator bargains for an abnormally low price l>efoi*e he cuu 
receive the advanw. The creditor presents himself at the threshing floor 
to reap Ins first charge. Jn these ca.ses also, the cultivator is no better. 
As it stands to-day, it may with pride bo said that the eo-oporativo 
institution doe.s him real help. It lends him money just enough to moot 
his needs at a rate of interest ranging from one and a half to one and' 
three-fourths pie per rupee i>er mensem. J'he loan is made repayable at a 
time when he can dispose of his produce to the best advantage in open 
market. This enaliles the iiurrower not only to repay the debt but also to 
lay by his future mainteiuuiee till the next season. 


(a) This category coiLstitutes the main burden of the cultivator. He 
has to borrow money at exorbitant rates of interest on the security of his 
immovables including the holding. This has to be repaid at inconvenient 
periods. The actual saving capaidty is not taken into account and the 
result is the mortgagee files a suit for sale and the property slips away 
from the mortgagor. There arc very few' exceptions to the rule. Joint 
stock banks are, in practice, no way better than ordinary money-lenders. 
Co-operative societies are not able to meet the needs as they themselves 
are not able to command long-term deposits or loans from investors. True, 
some limited liability banks drawing large deposits and for long terms 
can come to relief but even then the longest period of repayment is only 
^five years. But these are very few. To my mind the latter class of hanks 
^ not an adequate relief for a small holder. Land mortgage banks which 

do sufficient service in this direction have not been started in this 
si& of the province and hence nothing can he said definitely about them 

sources provided by the Govornineni for supply of funds for this 
piUpose are not freely resorted to on account of the long delay and the 
circumlocutous procedure involved. 

(c) The ‘special needs* referred to herein are met from the same 
sources as for land revenue. The produce is sold at the threshing floor 
and the revenue paid. Loan and sale scKueties registered under the Co- 
operative Societies Act may give some relief. The societies take grain as 
security and advance certain percentage of the value as loan and enable 
the borrower to repay the same as and when the sale of the commodity 
is most advantageous to him, of course with a first charge on the sale 
proceeds for their loan. 

The normal rate of interest in this district ranges from 12 to 24 per 
cent per annum and it depends on the status of the borrower. The |>eriod 
of repayment of loans under classes (a) and (c) varies from six months to 
one year^ Loans under class (b) are made repayable between two and 
five years. Usually personal security is accepted under nomal conditions; 
standing crops, jewels and other pledges are offered and accepted some- 
times. But any loan under class (b) is secured invariably on the mort- 
gage of immovable properties. The Government advances loans under two 
sjiecial Acts, the Land Improvement Loans Act and the Agriculturwti 
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lioans Act. With the 6x[>erieiice that 1 have gathered, I may confidently 
•ay that |HK>ple report to the Government in very lew caboa. No doubt 
the Government allows a sufficiently long term for I'epayment hut the 
procesaes and the chautieU through which the loans have to be obtained 
are (legally or illegally) costly, not to speak of the long delay in obtaining 
the loan. This side of the Government is more an appendage in name 
rather than in reality. 

The Imperial Bank and the joint stock banks do not play any part in 
this area in the matter of agricultural finance. The part play^ by co- 
operative institutions, indigenous banks and bankers, professional money- 
lenders, merchants, and wholesale dealers has already been described supra. 

The agricultural indebtedness in this district may roughly be estimated 

about Ks. 8 crores. 8o far as i am aware, there seems to be no co- 
, p^ination among the various credit agencies though there seems to be 
M antagonism amongst them. Also no scope for improvement in the 
utroction ol co-ordination seems to be possible as all the agencies except 
"^he Government and the co-operative bank are profiteering concerns. 

'' 2. The main crops in this district are taken to important markets for 

sale. These markets are frequented by leading wholesale merchants having 
their centres in busy parts of the district. As already observed, wholesale 
merchants who advance loans to the agiiculturists on the security of 
luture crops take thorn away to their godowns for sale at profitable rates. 
Others who do not make any advance visit the markets, choose the grain 
i^and take away the same at a rate slightly higher than in the case of 
advancing wholesale merchants. Loan and sale 'societies already referred 
to take these crops and stock them not purchasing them actually, but 
advancing loans on such securities at a standard percentage of the value. 
The societies sell them at such rates and su(‘h periods favourable to the 
borrower and under his sjuporvisioii. Jii some places, coinimiiial organia- 
utions take a leading part in pooling the products for sale at convenient 
seasons. The Kallar conuiuiiiity is one such in this district. . They stock 
the things at Theni. 

The co-operative stores working in inuny centres are not able to do 
aii.^'thing tangible in this direction. In 90 out ot 1(X) stores, they are not 
sutiieieiitly financed and they are not also propeHy* manned by business 
men. There are also legal impediments to their going in for the articles 
on credit, which means a highci rate of interest tlian what is provided in 
the by-laws. Joint stock hanks may be able to do real work in this 
direction as security is offertnl in the commcKlity for sale. But mufassai 
bunks do not take any iiitei*est in the matter, as, in some ceases, the articles 
ai*e apt -to decay or a shortage is likely to occur. Loan and sale societies 
may be advantageously organized and worked in such places, in addition 
to the agricultural lease societies. The facilities that now* exist are aU on 
one side, namely, the lender. 

3. In this district, paddy fields may be safely valued at Rs. 800 to 
Ilri. 2,500 per acre. lands range from Rs. 70 to Rs. 2(X), in cases 

w’here the land has to depend upon rain only for water. Garden lands 
range from Rs. 8(K) to Rs. 2,000 and hill propeHies range from Rs. 50 to 
Rs. 1,(X)0, wdiere coffee and cardamoms can be cultivated. Plantain culti- 
vation is also c^ostly, much the same in value. Various circumstances go 
towards affecting the value. Sources of irrigation, the indebtedness of 
the owner, the capacity of the ryot to discharge his debts irrespective of 
the property, the w'eight and the duration of the encumbrances existing 
over the proi>erty, the proximity or otherwise of the same to the habita- 
tions, the segregation and the sinallne^ of the holding, the cost of culti- 
vation and similar other causes affect the valuation. 

Properties sold for arrears of revenue or for rent fetch 1 to 5 per cent 
of their i»al value. The village officers are res[>onsible for the result. No 
duo publicity is given of the sale. Some hangers on of the village officers 
are collected together and a farce of the sale is gone through. Oftentimes, 
some hanger-on happens to be a purchaser for a few rupees of a land 
measuring some acres of nanja or garden land. 

Court sales are a little better. They fetch from 40 to 60 per cent. 
The distance between the court-house and the village, the long period 
between the date of proclamation and the sale, the want of a guarantee 
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title are matters affecting the raltie in audi cases. Private neifiptiations 
stand on a different footing. They almost always fetch a fair price, 
eacept in oases falling under the purview of section of the Transfer of 
Property Act or sections 53 and Si of the Provincial Act, 

4. As it appears to-day, the only impediments to a private mortgage 
ol the lands are found in the provisions of the Revenue Recovery Act 
and the Estates Land Act, The Revenue Recovery Act passes the holding 
free of any encumbrance whatever, in the case of a sale for arrears or 
revenue. The other enactment passes a free title, free of all encumbrances, 
except where the previous consent of the landholder has been obtained for 
the mortgage. This sort of consent is very rare in thefio pai'ls. 

There are no such agencies in this district. 

Land mortgage hanks may successfully l>e started and worked in theai^ 
parte. Working capital may be found in the sbapo of share-capital, long*, 
term deposits, and by the floating of del>entures. These ainounts so pool^ 
may be utilised for advancing long-term loans to relievo the agriculturist.' 

A strict scrutiny of the title-deeds by professional men will l>o the only 
remedy to guard against all litigation from outsiders, Rearch-cH'rtiflcatea 
should be insisted upon not for 12 years only ns it now prevails, hut for 
a sufficiently long interval. I would even prefer search-certificates for the 
(period covered by the Registration Act itself. 

The banks should l»e given power of sale after due pr<H*lamation, notice 
and sufficient safeguard of the debtor’s interest. Market overt should l»e 
strictly adhered to. It may evem !h» given the power to forecloiie the 
mortgaged prop<‘rty in case of defaiill. This will spare a good den! of 
costs of litigation and time and delay in the process of realisation 

of the du€^. 

The working capital of the land mot*tgage Imnk.s should be mainly derived 
from deposits, funds from (tuitral institiitions and del^enture l>onds as 
already advertisl to. The Government# Nhoiild guarantee lK)lh for firincipal 
and interest in the case of dehentnre bonds. 

5. Indigenous hanks derive their working capital from deposits made by 
Tirivate iiersons and loans taken from the Imperial and other hanks. They 
lend moneys on personal seenrity of the iKirmwer alone or in conjunction 
with some other person. Ronietimes. their sccuntv is a mortgage l>ond and 
some securities are continuing socuritv IkukIh. Thev take a fhavanni inter- 
est in advance for the |>eiiod fixed as the perio<l of repayment at the time 
of the disbursement of the loan The interest is agixxHl to at a particular 
rate, which dt>es not find a place in the instniinenl itself. A rate is refer- 
red to in the instrument wliieh is not in the contemplation of the part/ies. 
Although the plea is not o|>cn in a court of law, still when the matter 
is sought to he amicably settled out of court, the Cheiti adheres to tlie 
original rate and takes <-oinpound interest for the period of default. 

The Chetti firms, known herein as indigenous hankers, allow a low 
rate of interest on the depoists hxlged with them. Their rate varies from 
4 to 6i per cent per annum. 
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Written evidence of X BBXSHBTAMUBTX BAO Gam, 

BJU, Secretary, Distriot Ck>*operatiTe 
Central Bank, Coddapah, 


J . — Agricultural credit and credit facilities far small industries, 

1. In the Ouddapah district the a^iculturist obtains finance (a) for 
expenses » during cultivation, (b) for capital and permanent improvements 
and (c) for other special needs, e,g., failure of nionsoop, for land revenue, 
in the following ways : — 

(1) In every important village there are rich people who are big landed 
|sf)roprietors with large incomes or professional money-lenders who advance 
.^moneys to agriculturists residing in that and surrounding smaller villages, 
* according to the needs of those agriculturists. The agriculturists approach 

them for cultivation expenses and for payment of land revenue. For capi- 
tal and permanent improvements, if they are unable to raise money locallv 
they go to important towns in the district to richer people to mortgage, if 
necossai’y, their immovable properties. 

(2) In every big village there are persons to make advances in kind 
repayable in kind with additions in kind. This works out nearly 50 per 
cent as interest. Seed-grains and sometimes food-grains are borrowed on 
this system. This system is ruiiiotis to the ryot. Poorer classes of culti- 
vators who are not landlords also go in for such loans. Tine grain is collected 
at the time of harvest by the lender. 

The rates of interest for monev varies from 9 per cent to 18 per cent. 
A few cases have come to my notice where higher rates are charged. The 
usual rates vary between 9 and 12 per c^ent. In respect of loans in kind, the 
rates work out between 25 per cent and 50 per cent. The latter is com- 
pound€>d. Unless the borrower is prudent enough to pay up the loan at 
the earliest opportunity in the next harvest, he is on the road to ruin. 
The rste is for the season and is not calculated from day to day. In the 
case of ordinary loans interest is paid on date of repayment or renewal. 

Tt is not very usual to pledge standing crops. Tn the case of commer- 
cial crops such as turmeric, cotton and erronndnut. the cultivator enters 
into an agreement with the sowenr to sell him either the crop that is raised 
by him or a definite qnnntitv and takes money in advance. He has to pav 
interest on the money till the nrodure is sent to the sowcar and sold in 
the market and the account adjusted. Tn some agreements the rat^es at 
which the produce is delivered are fixed, in others, the market rate decides 
tlie value. Tn default of delivery penalties are incorporated in the agree- 
ments. Such advances are made hv sowenrs to i)ersons of some credit and 
property. 

Tt is usual for the lenders to go to the borrowers at the time of harvest 
and gather as much ns they could. Fxcept in the Vase of loans in kind 
and in the case of advances on commercial crops no time is fixed for re- 
payment. ^ These loans are secured by simple bonds or promissory noies of 
the individual. Suretyship loans are not resoi-ted to. 

general cre<lit of the agricultural classes has gone down in this 
district, partly due to the facilities afforded bv the Insolvency Act to un- 
scrupulous borrowers. What at one time was thought to he an undignifi^ 
net has now come to l>e looked mmn as a matter of course. TOe ready 
weapon to threaten a ci*editor w^ho desires to take coercive measures is the 
Insolvency Act. Many bogus loans are introduced in the schedule of cre- 
ditors by insolvent end dividend got paid on them by the insolvent in 
collusfou with his friends and relations. The creditors are helpless and 
they generally find that te seek to get bogus debts expunged is a matter of 
difficulty and null l>e only throwing good money after bad. 

The part played in agricultural finance by Government is very limited. 
It advances money to agriculturists under the Agriculturists Loans Act and 
it is not available readily to the ryot and perhaps when it actually reaves 
him it does so in a diminished form. Excepting for capital and permanent 
improvements to a very limited extent the help of Government is not much. 



’ The Bank of India advances loans on the pledge of jewels and 

produce. For standing commercial clientele it advances loans on joint 
|iitmiissor 3 ’ notes. 

There are no joint stoi^k luinks in the Ctiddapah district. 

The Co«oj>erative CVntral Bank and through it the primary societies 
finance agriculturists to a t'ertain extent. The extent to whicli purposes 
(n) and (r) are served by these is very small and attempts are licing made 
to widen the activities in these dilutions. What are known as short- 
term loans, crop loans, are not availect of to any anpi*©ciahle extent by 
cultivators through these <'o-oj>erative institutions. They have Immju long 
accustonic^l to raise long-tenn lioth for productive and non-pi'oductive pur- 
poses and for permanent improvements. As stated liefore, they are having 
recourse to Iwal money-lenders for loans lor short-term purposes. This to 
a certain extent has msulted in overdiuss as repayment of the loans to the 
societies are indefinitely made to await the pleasure of the iHirrower. Tlio^ 
local inoney-lendoi*s are on the spot and the cultivator is more beholden' 
to him he caters to his urgent needs, which is not the case with the 
creditor society and the hank which cannot l>e exj>ectod to Ite so vigilant 
in collection under the existing arrangements. A i)re»ent pressing creditt)r 
is the one preferred to an ubsentt'e impersonal institution. 

I have already touched upon the other ilas.sos of mone^-lenders and 
their ways ot business. 

Binee the Government, tlie Imperial Bank, the joint .stock banks and 
indigenous banks and Imnkers serve the iuhuIs of only a very small per- 
centage of the agricultural population and tlu»se do not afford credit facili- 
ties for small industries, the remaining institutions such ns cfi-operntive 
banks and proft^sional money-lenders are the only bodies tliat are at pre- 
sent financing sucli ixsiuirements. The professional money-lenders (‘annot, 
in ibe nature ol tilings, Ik* expected to be otherwise than to loolc to tlndr own 
mUnests. They are always on the look out for making tis much out of tlie 
iMirrowers as, possible. If they lend money to agriculturists, they are 
patient enough to allow tlioir lent capital t4) double <>r even tr(‘ble itself. 
They do not trouble the borrower till the usual period of limitation and 
it the iKirroaer lias sufficient security, they are prepared to renew the 
principal with the int^nost added. The poor ignorant borrower being in 
no fear of immediate pressure or harassment is ready and willing to do so. 
In the long run it is the agriculturist that suffers. 

The money-lender who finam-i's small iiidustri(»s is generally also a trader 
in thoM' g(M)ds, He compels tin* borrower to enter into an agreement with 
him for supply ol the manulactured articles at statinl pric^f^s. This genorully 
leaves a very little inurgin lor the small industrialist. The major portion 
of the profits goes into the jxM'ket of the money-lender, hesid(*.s interi^st. 
usually at a very high rate on the amount advanml. The horrow^ers liaing 
generally illiterate, there is much room for fraud by the money-lender. 

The only other institutions which have not those drawbacks are the co- 
operative institutions. But, us ninit<*rfi nt present stand, they have not boon 
os much helpful l>oth to the agriculturist and thc^ small industrialist. There 
are defects on both sides. The borrow^ers have not ac(|uired business habits 
and punctuality. They are gener%lly not thrifty . When once they borrow', 
they are not pai*ticular aliout repayment as originally agretsi upon. These 
c*o-c)pertttivc institutions, f»eing inanag«Ml by the borrow^erH tbemm*lvi*s, are 
not keen on managing their institutions in a businesslike manner. On 
the other hand, thest' instiiutinn.s have to depend tor their linan(X»s on tlie 
(Vmtral Banks. They in their turn depend on their deposits and the 
Provincial Bank. The existing rat© of interest to s<K*ieties is R per cent 

and to individual borrowers of societies 9| ptn* cent. The Gentral Bunks 

liorrow’ at 6 j>er <^nt from the Provincial Bank. Tlie margin for ('entrnl 
Batiks and wndeti^ coiiibined Is 3| per cent and, in case of deposits the 
margin may l>© raiscxl by another | per cent. One jier cent of this goes to 
supervision fund. The Central Banks have of necessity to maintain an 

eflkdent indoi>r and otitdooi itaff and most of the societies have little margin 

to maintain any staff, even a peon. The individual iKirrow'er has to pay 
once a year, hut the society has to pay the Central Bank once in six months. 
From the financial aspect the borrower from the society and the society 
witich borrows from the Central Bank feel that the rate of interest works 
hinder than the rate of interest of the Miwcar. They are generally b!tp4 
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to tiie other advantagef) of co-operation. Tho rates at which the ultimate 
borrower borrows should J>e lowered. Under existing eirciimstanees this is 
not possible. Another drawback is that money is not arailable to the ulti- 
mate lK>rrower within a short time of his applying for a loan. The usual 
formalities take at le^t a month even if the matter l>e urgent. The present 
system does not facilitate catering to the n€H?ds of the individual 1>orrower, 
as the institutions which are ex|»ected to help them will not have funds 
ready for the purpose. 

Ho, there nuist 1)0 a direct touch between the I(mder and the borrower, 
and the lender must also be c-onstantly watchful, branches or agencies of 
Central Bunks, either c(M)|)erative or joint-stock, should be of)eiie<l either at 
taluk headqiiarfcerK or. if ])as.Nil>!e, in firha beacl<juarters so that the lender 
may l)e as vigilant as the private ^^owcal^ By .smh means money may also 
l>e made available at a cbeHf)er rate an<l facilities for thrift may also l>e 
provided. The system will also attract local capital. Many agricultural 
societies have no local capital. 

(Jo^ordination . — As far a.s 1 can sen* tbei e is no co-ordination between 
various bunking agencies including finpeiial Bank and Government. 

2. The principal food stuffs are hronght to market centres hy agricul- 
turists and are sold to local wholesale merchants. 

Tho commercial crops, such as groundnut and cotton, are purchased hy 
middlemen from ngric-nlturists through agent.s and are tlien sold to vvdioh^ 
sale ex|K)rtets like Volkart Brothers, (iood ])iobts are made by iniddleinen 
which otherwise would have gone to agriculturists. In this district Messrs. 
Haiti Brothers, N'olkari Brothers. Luis Dreyfus A (V)., Strauss tV: Co., Rust 
Asiatics Co., and tlie Bombay ('O.. ai<‘ the chief exporting firms having a net 
work of agencies for gathering in the commerc ial c iof)s. There are v^ery many 
ginning factories ancl clec'orticating macdiines owned hy small local capitalists 
w'ho have their owui oonimission agents to get in the produce. The com- 
mercial agents liave their suh-agents who also receive commission and deal 
directly wdth the ])roducer. On account of so many middlemen betwecfi 
the exporter and the produ(‘er, the produc*er gains little. The prcKluee is 
purchased under a system of forward contracts. On account of fluctuations 
in prices .sonietimc's the middlemen hav'e to incur heavy losses whic*}) ulfi- 
mately falls on tlie produc*er. when the middlemen) heesmie insolvents. 

If all the aforesaid middlemen aii' leplacecl hy co-operative agenciovS 
for pooling, dc^corticatihg and dealing dircvtly with tlie exporter, the ag)'i- 
rnlturists will he greatly hcniefited. 

A.s for turmeric, the trade is in the hands of nierchants in the proviri- 
C'ial towns. The same .systenn is adopted and niost of the produce is sent 
inland to Northern India. In iiiany c'lises tlie local sowcars have direct 
dealings with the producer hy a system of iorvvard contracts. The loas here 
to the prcxluctn' is not so great as in the case of groundnut and cotton, 

A W'ide organization is ueces.sary for ]H>oliug and co-operative marketing. 
Rvon the credit inovemeni has not taken deej* root. There is no lfK*al in- 
centive for this kind of hnsijtess, A good deal of illiteracy prevails in the 
villages. Mere propaganda and edtication will nob do. The people have 
to be guided at every stage and sufficient number of j»aid and well trained 
organizers are lecjuired to run tbevse institutions before tlie peo[)le ])et'ome 
accustomed to such husiuess. Outside control and supervision is nec*e8sary 
and the matter cannot he left to tho villagers themselves. 

There are no credit facilities at present. Some sowcars may advance 
monies on the security of the prcxluce. hut the terms are not fair. The 
Imperial Bank may to a limited extent advance monies. The co-oi>erative 
movement has not been succe.s.sfiil in the line for the simple reason that 
the societies have not sufficiently advanced in business inethtMls to run such 
institutions and finance the producer. Simple credit movement is not 
beiiffe managed well and in a businesslike manner and it cannot lie expected 
that more complicated concerns could he managed hy these institutions. 

The knowm methods of remittance are bills including hundis, drafts and 
post oflfice. In the matter of remittances of co-operative institutions, the 
Government ti*easuries have been of help. In particular seasons of the year 
when the trade is brisk hundi,s are resorted to. Sometimes they are 
discounted locally wdth merchants and sow'cars. There are no regular pri- 
vate Wnkers in the line of issuing or discounting hundis. The practice 



99 


rawing credit on ilocuiiionts oi title Ui goodi$ such 08 roitooy i^eceiptH 
in not in vogue. The linpeiio) Hank is Uie only oao institution in this 
dktrict. It grants dralt^ and sometimes dis€'i>unU huiidis. Theix) are a 
lot of imi^liments in ctMiperulive ceiitrai lutnks undertaking this husineas. 
The hanking fainlities lor these* iimtituiions are very roestrictixl. Some feu* 
tures ai*e expiutueii m ausaer to question No. 7. 

d. The value €>f an acre of land varies grtnilly. It depends upon the 
following c trcunistaiU'es — 

(1) 'rhe leitihty ol the soil, <2> lucilily lor irrigation, t'O. natuie t)f 
<TopH that are usually laisvHl, tH the area UMulable lor euliivutum, b>) 
the density ot ugnmltural population ancl the ileinand for cultivable land, 
(0) the distance from the land to the harv<»st market, and {7) continuity 
of good or bad season.s. 

For wet crops, tlui jmcc vanes Ironi Us. 2tK) to Us. l.OHI or more. For 
dry crops from H> .5(1 to Hs 5(M). For garden erops from H.s. dlK) to over 
Rs. IJMK) and in particular plact‘s to Hv, 2,IMK). 

(iovernment lands art* generalK allowed to Ik* s<»bl in (*overnmcnt auction 
loi' non<pu>iiHMU ol revenue. In manv cases only land that is not worth 
cultivating is uIIowchI to be sobl. II Itn some gia\e reasons g<K>d land is 
wdd. It geneiall\ li'tebes good jnnes d tiiere is proper advertisement. 'I'lio 
sale is generallv held near the land. 

In ca.so of sales under (ourt deei«H*s. the eliames are that the land t^dl 
not |)iocure good prices; tlic iiiues may lall below od per cent. 'Pho court 
auctions are getieiallx held in the court piemises and if the land is in a 
distant place irom the court house, bidders will be few ami there will not 
be mu(*li <’ompetit ion . Only in cvccptional circumstances court sales procure 
goixl prices. The best pfu<* is generally obtained by private iiegotiutioii, 
uidcNs the seller is in ditfiiailt kvs and is compelled to disjiose of the land at 
a slightly lo^^^‘l■ pnee. Hut at any lalt*, it will be lictU'r than the i*ourt 
sale. 


4, There are no h‘gal impediments to moitgage land and agricultural 
holdings which art* lyolwuii Only nialionahle /.umiiulari and itunn lauds 
cannot he alumated heyond tin* liU*time ol the alienor. 

Tliere are no agricultui al or laud mortgage hanks in tlie district. Very 
rectmtl.v a laiul mortgage hank lias l>t*en floated in Madi‘as wliich is adver- 
ti.sed to possess an agem*y m this district also. Nothing is yet known of 
its activities. 


I have already touchetl upon the necessity lor such hanks. A net work 
ol agencies throughout the district, particularly in taluk headquarters, will 
place them within ea'^v leaih ol the borrower. A competent outdoor staff 
Is necessary tf> watch the borrower and sec that the debt does not hwell 
and enlorcc payment in ca>y instalment. Such banks cun jnovide cash 
credit facilities for the hoiio\\<‘rs’ .shoi t-Uu m pnr|>oses. Tins will educate 
the jwople in the hahits ol hanking, Safeguartls liuvc to he provided against 
combination, in case the property is hi ought to sale and ugaiiist dcprociu- 
tiou due to depojiulatioii aiid ha<l seasons. 


The majority ot the pojndatioii are goveineil either by ilitidu Law or 
Muhammadan Law. Ilie iiglit-> to properties under both differ considei- 
ttbly and in the case oi Muliammadaiis it is very complicuUKl. Under Hindu 
Law though the manager ol a joint Hindu family has lull powers of aliena- 
tion under certain iinuiimtaiues, it is always open to the junior meudairs 
to challenge them. Kegistry of the family property in Ins solo name dws 
not raise any presiiinption that the propi^rty is his. So also in the case 
of Muuannnudans. 'I’he solution . under (o) is not an easy one. Before a 
property is taken a.s a mortgage fiom a constiinont of the bank careful 
enquiries have to be jiistiluietl to as<t*rtaiii the extent of the borrowers* 
title to the projHM't.v, the j)ur|)o»c of the loan, etc., just as in the case of 
an ordinary money-lender. If a c*ut and dry inethcxi is iie(*esHarv, provisionii 
analc^ous to thosci coniauitHj in the Revenue Recovery Act Hhould l>e in- 
c*ort)orated. But it will • ' unjust to import sucdi di’astic provisiotiH and 
roRister the property iu the name of any particular individual w ithout ascer- 
taining the w'ishes of others interested in the jiroi>erty. Even the present 
record of rights in the Revcmiie Depart iiicmt is very timiatiNfaciory\ We 
find a propi»rly' registcied in iln» iiaiiie ol tiidiviclualH having no connecition 
with each other. Such i)ioi>erties have to lie suli-divided before a satin- 
factory record of rights could l>e maintained. 
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(h) When once a way is found for a satisfactory record of righie wad 
a constituent of the bank in whose name the property is registered borrows, 
sco{>e for further litigation should lie conipletdy closed. The prooe^ for 
foreclosure and sale by the mortgage bank should be speedy and simple, 
instead of tlie complicated procedure of civil courts. In case of foreclosure 
a summary procedure is necessary. In case of sale, pow'ers of sale may be 
conferred on the bunk as in the case of sales by deposit of titlenleeds in 
the presidency towms. When once the property is mortgaged to the bank, 
a sui>«equeiit niortgago of the equity of redemption should not l)e recogniactl 
unless it is rec*ognized und registered in the hank. 

(r) These costs should be reduced to a miniimiin. The existing rates 
for w^arch of encumbrunces in the llegistrar^s office are very high. In case 
of disputes, provisions should be made for references on lines similar to those 
in the Co-operative Societies Act. 

71ie working cu|)ital oi the propose<l mortgage bank should Ih 3 derived 
largely from <K>lw?ntuJ'e boiids. if the Joans are intended to be for long 
IKuioils. In case of short-term loans, deposits may be utilised. As a last 
recourse funds from the central institutions may he availed of. Money can 
Ikj raised at cheaper rates in cases coming under (o) and (r) and lent out 
at moderate rates leaving sufficient margin to cover working exi)enses and 
for making provisioti against losses. 

If del»en”turc bonds cannot be flouted easily and in sufficient quantity 
in tlio beginning before tlie public gains confidence, the Goveininent should 
either finance or purchase delKUiture bonds ledeemable at intervals, or the 
Government should guarantee both principal arul interest. In the latter 
case an insuranct* fund may be raised to provide against any loss to Govern- 
ment. 

The borrowing rate may be between 5 to C per ctuit and the lending rate 
between 7\ und |)er cent, the lower rate to prevail in case of Govern- 
ment guarantee. A margin of ])er cent may be .sufficient to cover ex- 
pen. ses. 

5. It is difficult to estimate the indebUHlnes.s of agricultural ola.sses 
accurately. In the case of co-operative credit unlimited liability sexaetiee an 
e.stimate of the indel>tedness of the members of a society is made, but oven 
here the mombers are not walling to disclose their whole indebtedness. They 
try to minimise their indebtednc.ss. As the borrowang limit of each 
individual in th<» .sex-iety is iimiUxl to a j)articular figure varying from 
Its. 250 to Rn. 1 .(KX) according to the circumstances of each society, the 
jnonilHT.'f are not inclined to di.sclose their whole indebtedness if it happens 
to exceed much that limit, lest a loan .should be refused to him. 

It is pas,sible to estimate if hopes are held out to them that money 
wall 1)0 provided to them on .sufficient security to the whole extent of their 
needs both for long-term and .short-term purposes and for productive and 
iion-x)r(Hiuctive pui:posos. A .survey has to l)e made in each area. The 
people aie also afraid to disclose their true financial position Jest their 
credit should be affected and induc*e their creditors to take sU»ps to recover 
their dues, virtually in cases driving them to insolvency. 

J have already touched on the rates of intere.st and how- they are calcu- 
lated. The .small farmers are gradually replaced by rich fanners who also 
happen to lx? their creditors. Or, the farms pass into the hands of sowcars 
and professional money-lenders who let these lands to the debtors on leases 
for rent in kind or money. 

The actual cultivator unless he is the ow;‘ner of the property has no 
inceJitive to produce© more, unless his tenure is sufficiently long and the 
rate is fixed. In case of varanv or horn system, there is no such incentive. 

6. In the Cuddapah district the subsidiai’y industries allied or supple- 
mental to agriculture are daiiw-farming, gur-inakiiig, to a very little extent, 
garden nroducx? and hand-spinning. These arc not conducted on co-operative 
scale. Each agriculturist house-holder does it foi‘ himself. There is no 
}K>oling of the produce for such small industrial purposes. Hand-spinning 
was formerly a common sight in all villages where cotton was grown. The 
women of the family were given full employment in spinning sufficient 
quantity of yarn for weaving into cloth for the whole household. The yam 
was given to local village weavers either of the weaver ra.ste or Panehainas 
tor l>eing wown into cloth. Tlic agriculturisis wore not going in for iniU 



tioth or otlwr finer 8tu(Ts, They, Wtli imiles mul feiuatefi. wore lioine- 
spuiui. Now, times aix' cliangtHl and sptitiiiiiK as an oc'cupntion has fallen 
into dbuse. Uefiued notions have crept even in I'einoto villages and tlio 
ii^ple are puix^hasin^ finer stuffs of cotton and silk cloths and spending 
lai'ge amounts which they ct>ul<l have <»thorwisc suvch!, 

Gandhi's propaganda for khtuhit r is more or less confined to educaknl 
clusHes and unless the villagers go hack to their old methoiN, hand- 
spinning as a home industry in this district, where it was universal, may 
gradually die out. 

Besides the almve, there aie eeiitios in this district where hand- 
loom weaving and metal works are earrieil on. Both those industries u»e 
sought to 1)0 helped through the co-operative nioxeinent. The industrid 
Department of Government reeently hail a survey made of thc^' tndnstries. 
No tangible results are shown. The weavers are as a class indigent. 'I'heir 
habits of life are such that they are always improvident. They arc' not 
thrifty. Ifesides, they find it difficult to compete with null cloili. Theie 
are certain kinds of cloth which they can produce for loc'al consumption 
and for export, if only they are thrifty and punctual in inoeling thedr 
obligations to their cretlitors. Though some wc'uving centre's arc thriving, 
the weavers are still i>oor and indigent. 1’hc local sowcors who c'onirol and 
finaiuo these weavers get the greatest advantages Iroin these. Co-operutivc' 
institutions may he of gieat advantage to these, but tlu'v have not proved 
a suece.ss because the weavers are nut able to manage these institutions on 
sound business lines. 

In tlie ease of metal industiic'', attempts were' made to stabilize biass- 
inetul and bell-niotul industru's on eo-operative line's. I'he bc'il-nietal 
industry is in the Iiancis ot “Vodtiars’' who aie mostly police suspinds. 
For want of external help, guidance and control, the (‘o-operatjvc society 
started to finiiiK*e this indu.stry has not thrived. 0thenvi.se. the lot ol these 
industrial w orkers woulci have been inueh better. Local sow curs have estab- 
lished themselves firmly in that centre and it has been a dilliiult matter 
to .supplant them, on account ot an efficient cu-ojicrative organization. The 
bruss-nictal industry is in the hands of Muhammadans. It was expected 
tliat it will considerably prosper with the help of a co-operative society spe- 
eiafly started for these people. Lnlortunutely the .society is being nus- 
inanuged by the punchayatdars, If all these industries art' to tbrivt* elli- 
eioiitly through the help of organizations such us a (o-opcrul ivc society. 
si>eeiaUy trained staff is necessary to eonstantly watch, guide and control 
these societies and prevent lapsc.s of iiicmher.s or ])anchayatdarh. Soeii'tics 
loft to themselves will not thrive. Societies for Aveav(*rs and otlier indus- 
trial workers should he formed m such a way that the members of tlii'so 
bcK'ieties should work lor the society receiving wages for their labour, the 
societies purc‘ha.sing the necessary raw' materials and distributing them among 
the w^orkers. The .societies should in turn coneeii trairO in a cential society 
the production of all these societies which should find* a maria't for tlieso 
commodities. The menihers of the.se societies .should not he allowed to draw 
the profits wliieh they get either in the shape of dividend or bonus, but 
should liaA'e them aeeuinulated in the society itself, with some pi*oi»er safe- 
guards for pecuniary aeconiinodution on the strength of such accumulated 
bums, in cases of dire necessity. 

In this district there arc no joint stock hanks or other indigenous banks. 
Besides the fmperial Bank there is the Co-operative Central Bank. The 
Imperial Bunk has given an overdraft of Its. 20,000 to the Cutlda[)ah Co- 
oi>erative Central Bank for the purpose of short-term credit and as a cover 
for deposits. The c'onditions of overdratt are rigorou.:*. The Imperial Bank 
allow's the Co-operative Central Bank to traiismit its excess amounts to the 
Madras Central Urban Bank and rice veiyia free of cost provided those 
amounts are utilized for purely co-ojierative purpo.sos or for investment 
EK bhort-tenn deposits in the Madras Central Urban Bank. This rigorous 
system has caused hardship iu developing banking facilitie.s by Co-operativ© 
Central Banks. 

Co-operative Central Banks are pennitted to have all ordinary banking 
husitiess ill the bhat>e of long and shorkterm deposits ami <leposits at call 
stich as current deposits. If a coiistituent of the bank has a ciirnnit account 
and draws a cheque with a ref|iicst that a rbcHjuc for a like amount may 
be gi'tinted to him on the Madra.s Centud llrliau Baukj it$ hankers 



in JktadraH, the procedure wa« objected to by the Xuiperial Bunk at Madras 
on the ground that monies remitted to Madra.s Central Urimii Bank were 
for the inirpoi>e of invftt»tnieiit and not to meet cheques of the constituents 
of the bank. When a constituent of the bank desired a cheque on the local 
branch of the Imperial Bank, where the surplus iiionies of the Central Bank 
are invested in current deiKisits, in lieu of his ow^n cheque on the Central 
Bank, this was also objected to on the ground tliat the objection of the 
Jtiil)erial Bank at Madras covers such eases also, though 1 personally do 
not think so, it may be that in some cases the constituents misuse the 
privilege being still within their legal rights. Cheejues are negotiable iiistru- 
itieiils and may l>e endorsed in favour of any person to whom the constituent 
owes money, wliother lie Im? a resident of Ciicldapali or outside. If the Co- 
operative C’entral Bank utilize its own monies in the local branch to pay 
de|H>sitorH, 1 do not see in W'hat w'uy the Imperial Bank is of any use in 
helping and developing hanking finance in this district, through other hank- 
ing institutions. It exi>ects tliat the Co-operative Central Bank should 
watch and ascertain the purposes for which the checpies are issued by it 
and prevent such purjioses which are likely cause loss to the Imperial 
Bank in the shape of c*ommis8ioii, etc. Restrict ion as to transmission and 
utilization of monies now' jilaced on (Vi-operative Central Banks should lie 
removed. Before the advent of the Imperial Bunk the Government treasuries 
were the means of transmission by meuns of B.7MI. There were no restric- 
tions then. 

The Imperial Bank does not pay any interest on current deposits, even 
if large sums arc in such deposits. Hence to avoid loss to CVnitral Bank 
surplus monies have to be transmitted to the Madras Central Urban Bank. 
The Imperial Bank iiuiy well iiay interest on current deposits of Central 
Banks. 

The Committee on Co-operation liave restricted long-term credit l>y co- 
operative stK'ieties to five years and short-term credit for one year. In tJio 
case of long-term credit, the iieriod of five years is generally felt to be ton 
short. As u matter of business safety, it was thouglit advisable that longer 
period is not justifiable us deposits in the co-operative banks are within 
that period. Only land mortgage banks can solve the problem of long-term 
credit. 

I have already touched upon the practical difficulties of finance in the 
case of short-term creilit through co-ojierative institutions. The ])resent 
system is rigid, dilatory and cumbrous. While one responsible agent of a 
brunch of the Imperial Bank can grant short-term loans in a very short term, 
the co-operative bodies through which an application for a short-term loan 
has to pass are many and by the time the borrower gets the loan sanctioned, 
his need would have been otherwise satisfied. Special agencies should be 
created liy co-operative institutions by which short-term credit can be made 
available to the agiH'ulturist within a few' days after he applies for it. 
The present method of pooling of reiiuireiucnts for .short-term purjioses 
wdth the help of co-operative union bus not been so fai* successful either in 
stimulating short-term loans or supplanting the influence of local money- 
lenders. 

There arc no joint stock hunks in this district. 

The profits of co-operative societies are exempt from income-tax. Local 
liodies levy profession-tax. All co-operative institutions should lie exempt 
from any tax in any form whatever. 

If tlie depositoiu in co-o|>erative in.stitutions are also exempted from 
incjoine-tax to the extent of their incomes from deposits, it is possible that 
the deposits in these institutions may he attracted to a larger extent. 

//. — IniJiyenoitfi Banlintj. 

Thei'e are no such institutioas in this district as are descrilied in the 
note at the head of the questionnaire of this section. 

There should be more indigenous hanks tir their branches or joint stock 
hanks or their branches in each district. They should work on the lines 
of the Iinjiciial Bank of India with a local advisory committee. A central 
branch should have a net-w’ork of agencies in each taluk headquarters. Faci- 
lities for roinittaiH^es should lie created also through the Suli-Government 
treasuries. There sliould l>e lietter co-ordination lietwoen the Pmvincial 
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Co-operative Bank and the Disirtet CVntial Banks and greater facilities 
for intercliange of inonej' l>etween these should l*e ci'eated, than what they 
are now, through the Imperial Bank of India. 


II J. — InrPAtmewt hnhit and attraction of capital. 

The public in the interior of districts are losing their confidence m pri- 
vate investments. But for want of facilities lot'ally money is not flowing 
into banking institutions in the inufassnl. This can he gauged by the fact 
that after the creation of co-oi>erative c*«'ntral hanks and the opening of 
branches of the Tm]HM-ial Bank more Ica^al capital is being attracted. More 
msonrces may l>e tapped through a network of agencies and providing 
facilities for small investments in .savings hanks and home-safe deposits. 

When once people realize that their small savings are safe with Imnking 
institutions and they can expect a return, even small, for their investments, 
thev will he tempted to n>ake investments instead of locking the same in 
gold and silver. Thev will feel the necessity for having ready cash in 
the place of the existing habit of investing in gold and silver. T may go to 
the length of saying that absence of facilities for investment has created 
a habit of locking savings in unproductive gold and silver. 

3. Greater facilities should he prov'ided for purchase and sale of Govern- 
ment .securities. The rate of commission now usnallv chargdl hy the Im- 
perial Bank and other hanking institutions should 1 m» reduced and facili- 
ties for purchase through all treasuries and .suh-treasuries should he oreatcHl. 
Tt is also desirable that Government se<*uritiivs for smaller amounts than 
Its. BX) should he issued. The savings from the sale of prodiJc‘e is either 
invest<K;l in the purchase of gold and silver, lending o\it to needy neigh- 
houi's, or aecuimilated in their ou’n safes. Some people Invest their monies 
with money-lenders and with traders, %vho require capital for their trade 
purposes. 

The hotter class of farmers lend to fellow agriculturists either for money 
return or return in kind. The latter ternis are very tinconscionahle. The 
lenders gradually heeoine ])rofes.sionnl money-lenders commanding a large 
clientele in their area. 

4. By the spread of co-operative central hanks and agencies of the Impe- 
rial Bank of India, cheque Imhit hn.s increased and the abolition of stamp 
duty has stimidated the Imhit. Payments to Government servants and 
employees hy eluHines is verv desiraHe. hut the practice can he confined 
only to centres where hanking facilities exist. All treasuries and suh- 
treasuries where no hanks exist should cash cheques of the Imperial Bank of 
India, in whi<‘h ease all payments mav he made hy means of eh(HT|ues not 
only for lIs. 100. hut for all amounts. Cheques drawn hv eo-operntivo 
central hanks on the Imperial Bank of India in any district should also 
l>e cashed hy the suh-treasurie.s in the district. This will facilitate remit- 
tances into the interior. 

5. The hanking and invesiment habit is of a very slow groa’th. The main 
eau.ses are: the people not being acquainted w’ith Imnking institutions and 
the facilities afforded by them for investments had not taken to it. The 
facilities for such investments have In^en absent in the interior. Private 
hankers not being .stable and crashes of some private hankers of repute 
such as Arhuthnots have shaken the confidence of the public in any hut 
rec*ognis5ed hanks. 

The |>eople know the existence of provisions for Government loans, 
hut they freelv do not resort to it on account of variou^ drawbacks that 
now exi.st in the svstfun. So many fonnalities have to he gone through and 
so many intermediaries have to Ik? satisfied liefore a loan reaches the poor 
illiterate agriculturist in its reduced form, that they rather go without 
it than undergo all the trouble and sometimes humiliation and loss. Mere 
propaganda alone does not improve matters. 

The opening of the branches of the Imperial Bank has facilitated internal 
trade, attracted capital and provided other safer facilities for borrowers 
to some extent. But, as T have already pointed out, there is very w^lde scope 
for its usefulness and utility, if only the Imperial Bank has the mind to 
do it even at some sacrifice. Better co-operation and less of profit hunting 
is required. 
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Written evidence of B. T. SHBSHAD&X ACHABITAB 

Avargai, President, Talnk Bowd* Tiruppattur. 


7. — AoriniH\tral (redit and eredit facUitie$ for small industries. 

Owing to the continuous failure of monsoon and the consequent absence 
of floods in the Palar and its tributaries the economic condition of tlie 
ryots in the district of North Arc*ot is far from satisfactory. It is no exag- 
geration to state that 95 iH»r cent of the ryots are indebted. At present, 
most of the agriculturists in the district borrow money for cultivation, for 
capital and permanent improvements and for other special needs connected 
with the land, from the professional money-lenders, merchants, co-operative 
societies and other dealers, on personal and landed security. 

Some have secured takavi loans from Government. Mie Imperial Bank 
of India and joint stock banks do not advance money to the agriculturists. 
On the other hand, they encourage merchants and other dealei*s. The rate 
of interest charged in this district in respect of advances made to the 
agriculturists varies from 9 per cent to 24 per cent per annum. The cci- 
operative scK-ictic^ do not generally lend more than Bs. 500 to an indi- 
vidual. The term of such loan is now rodimed to one year. Cons^uently, 
co-operative societies in mral areas have not clone much to relievo the 
distims of the agriculturists. PHvate hankers are i)ractic*ally usurere. 
Therefore, it is the duty of the Government to relievo the indebtedness of 
the ryot and en<*oiiragc agricmiture which is the main source of revenue 
and the backbone of the conntr.y\s industry. 

The total amount of capital required to relievo the present iiidebted- 
noss of the agriculturists in the district is, according to our opinion, not 
Ic^ss than one crore of rupees, including the capital rcquircnl for cultiva- 
tion, permanent improvement, land revenue and other special needs during 
failure of monsoon. 

The remedy, we suggest, is that a land mortgage hank or several land 
mortgage hanks with an aggregate capital of a crore of rupees, lending 
money at not more than 5 per cent interest payable in 30 annual instal- 
ments must he established in one or more ccmtres in the district. These 
hanks must he empowered to lend ui\ to Bs, 20,000 to each individual agri- 
culturist on the security of lands and other immovable properties. The 
loans shall l>o granted to each individual at two-thirds of the estimated cost 
of the lands and other immovable proj)erties moitgaged. 

If the indebtedness of the agriculturists is removed by the establishment 
of the land mortgage hanks as stated above, we do not think c*o-operativ6 
efforts for marketing the agricultural ])roduce are necessary. The agri- 
culturist will then bo able to wait till he gets the highest price for his 
com modi tier 

Wo aie of opinion that industries like tanneries, sugar and sugar- 
candy refineries, hand-loom weaving, mat-making, j^lass-bangle making, 
poultry-breeding, daiiv-farming, furnitnre-making, manufacturing of bone- 
meal and other artificial manures, coir-making, rice-milling, gnr-making, 
cotton-ginning, garden produce and luvnd-sninning must he encouraged as 
sunpleinental to agriculture and he included in the list of industries to he 
aided by Government according to the State Aid to Industries Act. These 
will give employment to the farmer during seasons when he cannot make full 
use of his time on his farm and tJnis enable him to sn})plement his income 
and raise his standard of living. 

^ II. — Indigenous honking. 

There ere a few indigenous hankers in villages scattered here and there. 
These iJrant loans to the agriculturists on high rates of interest. The deal- 
ings of this class of bankers wdth the agriculturists are not conducted on 
sound lines or on definite principles. These hankers are not quite popular 
with the agriculturists as the treatment meted out to the latter by the 
former is more or less equivalent to that meted out to a slave by his mWter. 

The opening of now branches in recent years by the Imperial Bhnk of 
India has not helped and will in no way help the poor agriculturists ’un- 
less the hank comes forward to give long-tem loans on the security ci 
lands on reasonable interest. 
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Written eridenee of SAMtTSX. MA!FHtrRA»rA7AOAir 

PI IiTjAI Avargal, Landlord, Mnruganlrariolil, Palamcottah. 


I- — Agriniltural credit and credit faeilHiee for small industries. 

1. (a) For esLpenses durin^x <ultivatioii small agriculturists borrow from 
local money-lenders with small capital and big (property owning) agricul- 
turists and from joint 8t<x*k hanks and indigenous bankers. 

(h) For capital and permanent improvements agriculturists who have 
very little propei*ty mortgage it to the local inoiiey-lcnders and borrow. 
Agricultiirists who own big property could raise money for this purpose 
even on pro-notes. Ever 3 'thing depends upon the extent of property the 
borrower owns and his solvency. Bnch big property owning agriculturists 
borrow from big money-lenders, indigenous banks and joint stot?k banks. 

(r) Big property owning agriculturists are not affected by failure of 
one or two monsoons, nor do they raise loan for land revenue; for they have 
generally other kinds of properties than agricultural lands, and land revenue 
is paid from income from them. But failure of monsoon certainly affects 
small farmei’s, and when suc-h contingency arises they borrow by jdeclging 
their wives’ jewels to the local money-lender both for their maintenance 
and for paying land revonuo. 

The rat^ of interest charged for little farmers hy local money-lenders 
do not generally exceed 24 per (ent per annum. Loans are taken invari- 
ably for six months or one year. Little farmers have generally nothing to 
give as security except their prospective produce a Heti on ‘which to the 
money-lender is usually implied and at each harvest season the money- 
lender goes to the threshing floor and <*ollectH interest and tlie w’hole or a 
part of the capital in kind assessing the product collected at its market 
value. To portions of interest not collected as stipulated, compound interest 
is charged at 24 per cent and so on. 

Big property-owning farmers and agriculturists only have access to the 
Imperial Bank of India, the joint stock hanks, the indigenous hanks and 
hankers and big professional money-lenders. (I make a distifiction in these 
papens between big professional inoney-lenders and small professional ones, 
of cou!-se, in point of capital which they have invested in money-lending, 
Small farmers or agriculturists generally go to the petty local money-lender 
on terms and conditions described in the })reviouR paiaigraph and, somotirnes, 
they now’adays go to the rural co-operative bank too, liecoming its mem- 
bers. * As to merchants and dealers, they sometimes lend to mediocre and 
big agriculturists on security of their ]>roduce. They assess a value on the 
produce pledged and lend tw'o-thirds of the value to the agriculturist. The 
sale of the produce secured is negotiated and effected through tliein and 
from the proceeds of the sale the merchant or dealei* takes the ca]>ital ho 
lent, its- interest (invariably 24 per cent per annum) and some commission 
for the consummation of sale through him. So far as I know, there are no 
companies trading in fertilizers, etc., which give credit direct to agricul- 
turists in this district. The Government have lent money hero and there 
to agriculturists under the Agriculturists Loans Act; hut this is not done 
on a large scale. 

It is very difficult for a private individual like myself to form an esti- 
mate of the total amount of capital required for the various purposes stated 
above for our district, and much more so for the province. If the accounts 
for at least five yeai*s of all hanks and all inonev-lenders big and small in 
the district could be procured an estimate of the above nature could lie 
drawn. 

Defects and suijgestion of remedies. — Big banking concerns like the 
Imperial Bank of India, joint stock banks, or big indigenous banks are 
not accessible to small farmers. The reason is, it would not pay them to 
be lending small amounts to p«ti^y farmers. Genuine rural co-operative 
societies supported financially by Government and big banking concerns 
seem tq be one remedy. Enacting a law prohibiting lending money on 
usoarjr may be another remedy. 

-14 
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There is little of co-ordination among the various credit agencies and 
it is not ][)OS8ih]e to hare any in future. Bo far as banking concerns of 
various kinds, except co-oi>erative banks, are eonoemed, coordination 
among them would mean loss of business and loss of proht t<» them. Bui 
among co-operative banks, there is of course co-ordination* and the Govern- 
ment to a certain extent co-ordinates with the Imperial Bank of India. 
If the Government could co-ordinate with, and finance by giving credit to, 
the ca-oi>erative banks, some improvement could be achieved. For, co- 
operative banking, as a sy.Htem, iti iny bumble opinion, could not turn out 
to be a complete succo.s8 without external support for at least some years 
to come. Such supimri could not be expected from joint stock or indigenous 
hanks who naturally look upon co-operative banks as their rival. The 
Government and the Government alone should lend supi>ort. 

2. Principal crops like? paddy, ragi and pulses are sold by agriculturists 
to private individuals in small quantities, and in largo quantities to 
wholesale dealeis. Commission agencies are run in trade centres like 
Tuticorin and Pettai, etc,, in our district where, for a certain commission, 
any quantity of product could hfi sold. 

Even Cio-operative credit banks are in an infant stage. It is doubtful 
if co-operative systems in non-credit fields such as distribution of stores, 
construction of buildings, marketing of produce could be an entire success 
in the long run. 

I have described under head (1) in connection with merchants and 
dealers the facilitie^s for marketing produce. .Prices will he constantly 
fiuctuating and dissensions may arise among mcmliers of such pools (co- 
operative) as to whose product should be sold first and so on. Some may 
Ixj adversely affected and heart burnings will arise. 

The different kinds of banks and bankers give a temporary loan on 
security of produce, they discount bills and issue bund is. 

3. Nanjas or tret lon<hi — (a) Irrujaicd hy channel from. Tamhrojxirni 
Bonree and tanka under them, — (1) First rate Rs. 4,550 per acre, (2) second 
rate Rs. 2,600 to Rs. 3,250 per acre and (8) lands far away from the 
sluice head of tbo channel or tank fetch prices little lower than the second 
rate. 

(h) Irrigated hy rain-fed tanks. — Ranges from Rs. 650 per acre to 
Rs. 2,600 jier acre according to the storage capacity of the tanks, the area 
of its catchment and such other things. 

Punjas or dry lands — (a) lied soil. — Price varies from Rs. 2 to Rs. 200 
per acre acc*ording to the quality of the soil. 

(h) lilack soil. — First rate price varies from Rs. 500 to Rs. 1,000 per 
acre. Secjond rate varies from Rs. 300 to Rs. 500 per acre. ^ 

If the seller of a laud is well to do he gets the maximum price l)ecause 
he is not in want and not in a hurry to sell. On the other hand, the 
owner of a land who is immersed in debt and who is squeezed hy debtors 
gets a low price for his land because he is in a hurry owing to pressure 
by dehtoi*s. In Government auction for non-payment of revenue or in 
sales by court decree lands usually fetch a lower price than hy private 
negotiation. 

4. Bo far os I know, there are no legal impediments to mortgage of 
lands or agricultural holdings in my district except in the case of ancestral 
properties. Vei*y often, the lender comes to know of the existence of 
minors after the money is lent and, long after the property comes to his 
hand instead of the money l>orrowed, the minor attains majority and 
claims the property and sometimes successfully too. There is no land 
mortgage bank or agricultural bank or any other bank for the provision 
of long-term credit in my district or in districts adjoining mine. 

My^ humble opinion is that no land mortgage bank could be started in 
a locality or a district where the people are not for it. I am an individual 
share-holder of the District Co-operative Banking Union, Tinnevelly, and 
attend its general body meetings regularly. I found, at a meeting, when 
society sharc^holders cried for extending the time of credit arid when the 
Deputy Registrar of Co-oiierative Societi^ who was also present at the 
meeting suggested the starting of a land mortgage bank society members 
declared against it in unequivocal terms. * 



I^garding su^estions under the (b) and (c) under this head 4. 

I ^iuk there sSiould be special legislation exempting c?c>-opei*ative limd 
mortgage hanks ft*om having recourse to ordinary* process of law and giving 
eoneession in regard to court-fee, t'osts of referont'e to the record of rights 
and so on. 

Working capital of proposed mortgage hanks sliould l>e derived from 
central institutions and del>enture lM>iids; long-term deposits from tho 
public are not likely to l>e large, central institutions should ho supported 
by Government in the initial stages and del>entuve bonds should curry 
(iovemment guarantee both for principal and interest. 

There is not likely to he much loss to Government because the land 
mortgage bank’s money is always lent on mortgage of land. If the money 
does not come the land will come to the bank’s possession and could be re- 
sold and money i'ealize<l. 

lU^payinent by agricultu lists of moneys lent to them by land mortgage 
hanks should )>e in easy instalments spread over a period of 10 to 20 
years. Interest and a certain portion of the capital should l>e payable 
immediately after every harvest. The rate* ol interest charged to lorrowers 
should not exceed 0 per cent per annum for small amounts and 7i per 
cent lor large amounts. The rate of interest payable by llie hank on 
moneys raised by it should be so lixed as to leave a margin to the bank 
sufficient to cover expenses. 

5. It is very difficult lor a private individual like my humble sell In 
reach an accurate estimate ol the existing indehtodnoss of the agricultural 
classes in niy district or jirovince. Ileachiiig such an ostiinatii will he 
difficult even for the Government. Figures (ould he got from joint-stock 
banks, indigenous bankers and big money-lenders \Gi() arc liable to ineome- 
tux ; as to mortgages, figures could be got Irom registration offices. Rut 
tliero arc petty iiioiiev-lenders. too numerous to mention, who are not 
liable to income-tax. Mo^t ol them do not keej) regular ae<‘ounls. Reach- 
ing an estimate ol their in vestments in money-lending is not possible. • 

I do not know of any such estimate lor a village or a district in my 
province or lor tho whole province. 

A very rough estimate could bo prc'pared by Govoriiineiit by eolloeiing 
ligures from tho various beads mentioned by me in tho lorogoing jiara- 
grapli. 

(r) Ploughs and agricultural implements are very seldom pledg<*d for 
iKirrowing money in our parts. In fact, larmers in our parts have no 
agricultural impleinents uorth iiientioniiig ; even these they re<iuiro for 
constant use. 

Loans are raised l»y agriculturists for all the purposes from (a) to (i) 
mentioned in tho schedule in the <|uestionnaiio except for ig). Agricultu- 
rists ill our parts use only stereotyped implements and seldom improve 
them. • 

These debts will Ixj largely due to professional money-lenders and local 
iwtty money-lenders. Only big landlord agriculturists go to banks and 
indigenous hanks. Nowadays small farmers sometimes go to cowjperalivo 
societies and sometimes, they rewert to tho local money-lender unable to 
pay hack punctually to tho co-operative society. 

Petty local moneylenders charge interest at the rate of 24 and even 
m per cent i>er annum. They generally charge compound interest adding 
interest to capital once in si.x pmnths. When tho security on which money 
is lent is jewel or other movable property, it is sold and the proceeds are 
credited to the borrower’s ac-count; when amount is lent on pro-note the 
lender institutes legal proeeiKii:?gs in a court of law to recover money. 

Big landowners sometimes lose their property and become iM>or ou 
account of the enforcement of old debts by creditors; hut, in our parts, 
old debts are very rare among petty fanners. Ruch farmers have hand- 
to-month existence and seldom have extra income. Lo<ml money-lenders 
do not allow debts to them to grow' old. They are summarily settled. If 
debts to them grow old they are simply written off. . U 
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Bo far as 1 could know, the indebtedness of the farmer is not the only 
cause which takes away from him the incentive to produce more and in 
an efficient and lietter ‘manner. Bo many other causes contribute to such 
a state of affair. 

Rice and pulses milling exists at Tuticorin, Palamcottah, etc.; dairy 
farming also exists; but these are carried on by industrialists and not by 
agriculturists themselves. Garden produce is, of course, I take it, u pai-t 
of agricultuisc itself. One or two cotton ginneries established and work^ 
by big landlords in the black c*ottou soil area of north Tinnevelly are in 
existence. Bugar j*efineries and hand-spinning are not done by agri- 
culturists. The former is too big an enterprise for the farmer. 

6-a. Rice milling in south and west Tinnevelly and cotton ginning in 
Moith Tinnevelly by big farmer.s could bo encouraged. They could be run 
on co-operative basis, lint, as regards petty farmers, there is little of off- 
season to them. Petty farmers may be made to utilize their off-season in 

cottage industries such as basket-making, mat-weaving, coir-making, etc., 

for wliich raw products are available at liand. Spinning ct)uld be encouraged 
in north Tinnevelly. liut, if it is to he done in south Tinnevelly raw i)ro- 
duct will liave to come from north Tinnevelly. 

In our district. esj)ecially in .south Tinnevelly. agriculture, by itself 
alone, cannot support the fanner and his family. He must supplement its 
income by some other means, lii towns many little farmers keep a cart 
and a pair of l>iills; except at the time of ploughing and harvesting he 
uses them for (firrying road materials, or building materials, for hire and 
thus earns. Those wlio cannot afford to kco]> cait and bulls go as coolies 

in building works or raising mud walls, thatching roofs, hewing fuel, 

etc. In village i>arts surrounding our towns the farmer.s in their spare time 
break stones for road mater ials. dig and .su])j)ly ebunain rocks for lime 
kilns and so on. There is .scope around our town for u.sing machinery for 
breaking gruiiite stones for roads from rocks. 

Cotton gins and rice mills could be done on co-operative basis. If 
machinery is used for grinding stones for supj)ly as road materials, that 
also could be done on co-operative basi.s. Ordiiuuy rural eo-operative 
credit societies could finance petty industries like mat weaving, basket 
making, etc. 

Handlooiu and weaving are done by Kikilavars at Tinnevelly, Virava- 
nallur and other places of our district, by Shourastras specially at Palam- 
cottah and by Muhammadans at Melapalayain. They have almost all of 
them a precarious existence. Fishery is done in many coastal villages of 
Tinnevelly in stereotyped, antiquated fashion. Articles of household utensils 
in metals are done by artizaus. 

For handloom and weaving co-operative systems could be tried. As 
for fisheries, I believe there are ulreadv some fishermen co-operative societies 
in our district. They could be consolidated and enlarged. 

7. In our district the Imperial Rank of India gives overdrafts to the 
District Co-operative Banking Union, Tinnevelly, and cash credits to few 
indigenous bankers. But liidiuu-managed joint stock banks do not as a 
rule have transactions of the abovesaid nature with the ImjKsrial Bank of 
India. 

For short-term capital co-operative societies have no difficulties because 
the District Co-operative Bank which finances them rec*eives overdrafts from 
the Imperial Bank and from the Provincial Co-operative Bank, Madras, and 
deposits l>oth from individual share-holders of the bank and non-share-holder 
meml^ra of the public. But, for long-term c^apital there is difficulty. No 
outsider will invest money in a bank for a long term unless he is sure of the 
continued stability of the bank. 

Extra capital required for financing co-operative banks will depend 
on the rate at which these banks grow, on sound lines, of course. 

There is not any appreciable competition between joint stock banks and 
co-operative banks; but surely the former are handicapped by the advent of 
the latter. 
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Any aiiuiUnt of Biiancial coii€?esHious should Imj welcome for stimulating 
the growth of the co-operative movement. S|mcial exemption from inc^ome- 
tax to genuine co-o|>erative societies is wek'ome. But inclusion of dehen- 
tures of pi’ovincittl co-operative banks in the list of trustee securities in 
rural and district co-ojierative banks does not count for much. For th© 
latter are hut parts of the machinery for which the i>ower station is, as 
it were, the former. If such dehentiires ai'e rei-eived as secnirity hy joint 
stock Imnks and indigenous bankGi*s not connected with co-operative lianks, 
Uiat, indeed, will l>e a real gain. 

1 1 . — I ml ige no us lia n k ini/. 

1. In our district hanks rei*eive deposits from members of the public^ 
lend money mostly on pio-notes and security of jewels, hut sonietimes on 
moi'tgages also, transact Imndi business and discount cheques on big banks 
such as the Imperial Bank, the National Bank of India, etc. 

2. Indigenous hanks and hankers in our district lend mostly to traders 
and industrialists; n little to big landlord agriculturists. But they are 
not accessible to petty agriculturists and small farmers because those small 
farmers are worth little and their want by nay of loan is also little. It 
does not pay and is not thought worth while by the indigenous banker to 
transact business with them. 

3. Indigenous) baukeiJs were mostly Nattukottai (‘iicvttis in our district 
in former days; but now other caste people also carry on Ijanking business. 

(a) & (b) About a quarter of a century ago the amount of capital 
inyested by the indigenous bankers and the volume of their business were 
very large. Jn fact, they were* the only ])ankers catering to the needs of 
the district, except jierhaps Tuticorin. 

(c) Chetti bankers’ business extended over a large area. Some had 
branches even in far off places like Hangoon and Malay States. They 
had agents, snb-agents, accountants and court clerks for the various 
branches. Their expenses were not much when compared with their 
j)rofit8. 

((/) All Xattuk<»tiai indigenous hankers are inter-related. Tlmy have 
credits each with the other witli very few' exceptions. The Imperial Bank 
of India and other joint-stock banks give credit to indigenous bankers 
assessing the value of their business, their stability, etc. But co-operative 
banks do not as a lulc lend to indigenous bankers. 

4. Huiidis are drawji payul)Ie at sight or at some remote date. In 
our district they ure used much uniung traders only and not among private 
individuals. For deposits, they do not give loose sheet receipts but, 
invariably, jiass books only. 

5. They send their clerk.s and servants to go about, make enquiries and 
verify the statements of intending borrowers regarding the extent of their 
property and their liabilities, if any. Having sutisliod themselves, they 
pitch upon the amount which could be lent. Periodical enquiries are made 
regarding the stability of the cusiomcr; when unsatisfactory reports come, 
they at one© take step.s t<j collect the money. They generally lend on 
pro-uotes or joint pro-notes. They avoid getting their monies invested in 
lauded property in the course of their business, as, if such a tx»n tingeiicy 
arises, their business will come to a stand.still. These Chetti bankers have 
cash credits among themselves and with the general trading public. All 
cash credits are short-termed. They have a schedule of rates of interest 
for the twelve months of the year and there may be little fluctuations now 
and then according as money is dearer or cheaper. Tliey very carefully 
prepare lists each year fixing the maximum amount up to which the various 
trader clients could be given credits. They are always on the alert, and 
constantly enquiring aliout the stabilitjr of trader clients. 

Indigenous bankers have their own capital, besides which they receive 
deposits Iioth fixed and current from the general public ; cash credit system 
also is widely prevalent among them. With these funds they meet their 
demands. They allow from 6 per cent to 9 per cent per annum for 
deposits and 4J to 6 per cent for the first half and 3 to 41 per cent for ttie 
'tecond half of the calendar year for current deposits. 



6. Aft 1 mentioned ftoniewhere above, the potty farmer or agriculturist 
has very Httlo acceftft to big indigenoua bankers. They have dealings mostly 
with local petty money-lenders. The rates of interest charged by local 
mone^* lenders are given by me alwve under 1 (5). Of eoui-se, bi^ agri- 
culturists sometimes do go to big indigenous bankers. The rates of interest 
charged to them is usually 12 to 18 per cent i)er annum according to the 
extent of the amount. 

Genuine co-operative societies and l>anks seem to bo the only solution 
for bringing rates of intei*est down. 

llie reduction of Jutes will confer great benefit on the agiicultural 
cornmuiiity and increase its resources, etc., as laid down in this paragraph 
of the questionnaire [»rovided, side by side with it^ the other causes a*hich 
cotitribut€‘ to the present deplorable economic condition of the agriculutrist 
and which 1 have enumerated in the very last paragraph of these answers 
are also removed. 

7. There may be prejudice in our locality against indigenous bankers 
but tiansaetioiis with them could not always l)e avoided. 

The law of insolvency is their inveterate foe and. of course, that law 
should be nuKlified in their fai'our. 

The dealings of this class of bunkers, especially Chetti bankers, with 
their clientele arc almost on .sound lines. There arc very few; failures ; 
even such failures are not due ilirectly to their faulty dealing with their 
clientele but to losses incurred in embarking on l)ig industrial enterprises 
or to large portions of their capital getting in the course of business 
invested in big landed property which could not }>e purciiased bj^ small 
cai)italists. This latter contingency could not always l)e avoided. The 
first defect is easily removable and the second is sometimes unavoidable. 

8. If they could lower their rates of interest and become accessible to 
clients in need of small amounts also, this class of bankers w'ouid be more 
serviceable to the community. 

Except among Chetti bankers there is not much of co-ordination among 
indigenous bunkers. 

I do not think the indigenous banking system in India could be con- 
solidated. 

This question does not arise in \ic\v of my answer to the previous 
question. 

The attitude of the indigenous banking community towards the intro- 
duction of any measure for regulating their operation, etc., would, I am 
afraid, be one of hostility or indifference. 

9. The net return to the indigenous banks and bankers on their capital 
after making allowance for all expenses enumerated in this question will 
Ik) about 9 per cent per annum. 

10. So far as 1 could know, indigenous banks and bankers meet all 

demands for accommodation. It is but an elementary canon of banking to 
refuse a loan on account of the unacw'ptahility of the nature of the 

security offered and they are obliged to do so. 

11. Banks of the naturo descrihcHl under this head may be established 
in one or two districts fii*st as an experiment. 

The local knowledge and experienc-o of indigenous bankers could 1)0 
procured, and their competition avoided by malting them members and 

directors of such banks. 

12. So far * as Chetti bankci’s arc concerned, they have branches all 

over the frthovince and even outside. Their money is never idle. But 
among non-Chetti bankers money may, to a certain extent, Ije idle during 
slaok season. 

I do not think largo amount of money flows to the provincial capitaC . 

Without co-ordination among indi^nous hankers impounding funds for 
remunerative employinent in. the district is not possible* Such co-ordination 
is highly doubtful. 



tlL-^Inmitment hnhii and atirartion nf eofnVal, 

1. The banking reaourcee in onr district are the share capitals of joint 
rtock and co-operative banks, working capitals of indi^nons bankers and 
tbe varions kinds of deposits which they receive fiom Uie public and over- 
drafts and cash credits from banks outside the district. 

The Post Oflfiee Savings Bank, savings bank awmiits in the Tinf>erial 
Bank of India, in the District Co-operative Bank and in joint stock hanks, 
and provident fund institutions in local l>oards and munieipalities and 
joint stock hanks provided for their respective staffs ore some of the insti- 
tutions in existence for encouraging savings and investment habits. There 
are very few private provident fund institutions in the district; but there 
are numerous chit transactions conducted by private individuals l>otli in 
toarns and villages throughout the district, which also may l>e said to 
encourage savings habit among people. 

Savings hanks described al>ove are not fully usetl by people as the 
masses are illiterate and do not even know of tbeir existence. Chit tran- 
sactions are very common among illiterates, tlioir small savings lieing 
invested in them for lM?ing funded into a decent amount. Hut most of 
these chit transactions fail in the middle owing to mismanagement or fraud 
and the subscribers lose. Certainly, there should be an enactment controlling 
these transactions or companies. 

With small farmers or agriculturists investment in silver and gold 
takes the shape of jewels and is mainly a ]>rovision for the rainy day. 
Very little is invested hy these classes that way. Tn lean years they may 
have to pledge the same for borrowing; if lean years come in succession they 
may have to .sell them and liquidate debts. Rich people, of course, make 
jewels to 1>e used as ornaments. With them, it is a sort of investment, 
unyielding though it he. 

2. Postal • Cash Certificates are not popular in, my district. Illiteracy 
among the masses stands in the w'ay of (*verything. A majority of people 
do not know’ that such a tliitig as Postal Casli (certificates exists, and, if 
they know, they are ignorant of the w’ays of getting them. Postal Cash 
Certificates may lie advertised more profusely in vernacular at railway 
stations, choultries, markets and village chnrndis. Village headmen and 
karnnms may be asked to advertise them, to encourage their purchase and 
mediates and guide illiterate villagers in the matter of purchasing cash 
certificate, etc. 

T just referred to “The Post Office Manual “ and current edition of 
“Post and Telegraph Guide.” Bate of interest on five years’ Postal Cash 
Certificate.s seems to work out at 5 per cent per annum, simple interest, 
w’hich, I think, is not too low’, and recpiiros no revision at present. 
Interest for fixe<l deposits given hy the lmT>erial Bi^pk of India, joint 
stock hanks and co-operative banks of this district do not exceed 4^ per 
cent at present. 

To my humble mind, no facilities lack to the public in connexion w’ith 
savings bank; only illiteracy and ignorance stand in the way. 

Only educated middle classes resort to such forms of investment. 

The rate of interest for Post Office Savings Bank deposits w^hich, I 
believe, is now 3 per cent should be raised so as to attract rich and poor 
classes alike. Advertising in the manner described by me under Postal 
Cash Certificates and removal of illiteracy may attract poorer classes. 

Tn our district, there does not appear to be any competition between 
Government and banking institutions and bankers in regard to deposits 
owing to the attractive rates of Postal Cash Certificates and treasury hills. 
Even if there is such competition, the investor will stand to gain though 
hankers will he hatidicapp^. Provided other cx)nditions such as rates of 
interest, etc., are the same, investment in Government securities will ho 
preferable to investment in hanks. 

3. Purchases and sales of Government securities are now effected in 
Government treasuries, the Imperial Bank of India and in post offices. 
To facilitate the purchase of Government securities by small agriculturists 
and small investors of the country the village headman, harnam and the 
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Village teacher ootild be appointed as vendors, just as there are vendors 
for sale of judicial and non-judicial stamps, and a small commission could 
be allowed them for working with enthusiasm. 

Petty farmers and agriculturists and labouring classes have hardly any- 
thing to lay hy ; they are almost always debtors. Whatever they get by 
sale of produce is just enougli to maintain themselves and to clear old 
debts. As to rich agriculturists, their spare cash in country parts are 
used in money-lending and in subscribing to chit funds which when drawn 
in their favour is used for purchasing lands adjacent to theirs or for 
extraordinary domestic expenses such os marriages, etc. 

Farmer lending to farmer is widely prevalent in our district. They 
lend on prospective produce, pledge of jewels, joint pro-notes, etc. Hates 
of interest will be from 12 to 24 per cent and, sometimes, but rareljr. even 
36 per cent per annum. Banks and investments in hanks are unknown 
in country parts. Rural co-operative soeieties are coining into existence 
here and there nowadays. 

4. Chefpie habit is prevalent among educated clas-ses and traders only 
in our district. Common pimple do not as a rule use cheques. 

Tt is as yet too early to gauge the effect of the abolition of stamp duty 
on cheques. But it is sure to promote ehef|ue habit. 

Payment of Clovertiment servants and hank onmloyees above R^». 100 
hy cheones is not likely to he j)opuIar except perhaps with very highly 
paid offieems. 

Vernacular scripts will no doubt facilitate the use of chefjues. 

5. As far as T know, the o|>euiiig of new hrauches in recent years hy 
the Tmperial Bank of India, has hnndicaoped local joint stock hanks and 
indigenous hankers. Bat(' of interest offered hy them to depositors has 
been lowered. Borrowers from them also are henefitod thereby in the 
matter of interest. ^ 

T support the view that the hanking and investment habit in India 
is of very slow growth. The majority of Indians are poor and have hardly 
any money to invent. If thev have smaU amounts they prefer to lend 
them to private individuals. That way, they think, they can earn more 
interest. Rich peoole have a distrust for hanking concerns and prefer to 
have their mumevs invesied in lands and buildings, although interest to their 
capital earned tliat way is lower. As to pettv farmers and agriculturists 
and labouring classes, their illiteracv and drink habit are the main 
qauses. They care more for their drink than for their ef*onomic condi- 
tion. There is no salvation for these classes unless these tw'o evils are 
eradicated. A majority of tlicm do not know what a hank is. If the 
two evils above mentiomwl are removed, tlieir economic condition and conse- 
quently their standard of living also will automatically rise. 
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Written evidence of X<II>A RAIC NJ^RAIKDAS, Esg., Madufa. 


// . — Indigtn o us Ban k inrj, 

1. The hjinkers in this di^triet carry on, tho following transuctious : — 

(a) They advaiici' money on the personal crt^dit of tho party on the 

execution of a liundi or a pro-note or in current account. 

(It) They advance money on personal security, i.e., taking a note or 
a hundi signed hy two jiersons instead of one, also on liypoiliei^ation, etc, 

(() They advaiitt) money on loans on security of goods of cicry kind. 

(#/) They give^ demand drafts payable at varions pluci's in India on 
receiving a small commission. 

(r) Tlwy give telegraphic transfers also on payment of commission. 

(/ ) They take dei)osits at a rate of iiiierest varying from »‘l to 6 
per cent. 

(f/) They discount iho bills or litindis mentioned in paragraphs (<i) and 
(h) with the lini>eriul Bank of India or any other bank wherever they hnd 
it pnpfitable to them. 

(h) They purcha.se demand drafts from i>ai‘ties wlio send their 
merchandise to various juirls of India and discount the samo with the 
lmi>orial Ba?ik of India or send them to their local agents for collection, 
reserving foi; themselves a small portion of their commission as their iirofit. 
thereby not only encouraging hut also helping with hnunce all kinds of 
busine.s.s. 

2. The indigenous hankers help a great <leal in finutK-ing trud<’, aj^ri* 
culture and industries in the i»rovince, as will he seen from tho foregoing 
paragraph, provided the business is beneficial to their interests also. 

3. Tlie indigenous Imnks in this district arc well organized and very 
well managed. "J'lie amount of their capital is oxttmKive, umonnting to 
luklis of rupees and the volume of their hiisiness depends upon the variogs 
changes in the money market and also upon the facilities given to them 
hy the Imperial Bank and other hanks, which us it now' u{i])ears begin to 
compete with them rather than give them more facilities us they ought to 
do in the interest of the trade aiiil lominerce of the r*onntry. 7'heir 
expenses are limited and they do not liave a big staff to manage tlieir 
business, so much so that the work for wliich hankers have half a dozen 
of staff will require more than a dqzen of ]>ersons at the ImjHuial Bank 
or any other concern. The beauty of tlie munugement i^> that those wlio 
are appointed at the head of affairs are not paid usual allowance per 
month hut are allowed a certain share in the net income and hence fney 
are more interested in the affaij^ of the linn. Tin* ielaiio?iH between the 
hankers and tho hanks, specially the Imperial Bank, have been far from 
satisfactory. The principal source of money at present is the Imperial 
Bank of India, which does not give greater facilitic.* to them. Tlie 
management of the hank i,s mostly in the hands of non-Tndians, who do 
not know' the ability and good inanagement (tf the sliroffs (indigenous 
hankers) and thus naturally do not give the facilities due to them for the 
purpose of lK‘iiig helpful to Indian trade. On tlic contrary, every effort is 
made by the management of the Imperial Bank of Ifidia to compete with 
the indigenous hankeifj, w ho in fact cannot compete with a big hank, 
which gets vast funds fion the Ooverninent free of interest. Besides, the 
managers of the branches have very little freedom to advance money even 
to suitable parties, and generally for all such matters they have to depend 
upon instructions from their head office, which cannot be expected to know 
so much details about the trustworthiness of^ the parties as the local 
manager who is on tlic spot. Tt is on account of this that the opening of 
more branches of the Imi>erial Bank of India has been a failure. 

16 
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4. Tiio tiuiidii^ and credit inistrumcuth us>od liy the loca. bankers are 
geneiaily liundis or nogotiaiile instruments with stamp which are being 
8<ild by the Govern iiient and also demand prfi-notes printed on ordinary 
pu|H’r» wher<»on a revenue stump ot anna 1 to 4 is iK'ing affixed as per 
regulutiuns of the Indiun Stump Act. 

5. The methods of grunting loutis are that the Imnkers first of all satisfy 
tliemselves ulmut the position und status of tlie party who approaches them 
for a loan and then for approvetl parties they allow cash credits up to a 
certain limit fixtsl hy thorn. Generally they give loans for a period of 
throe months, hut in eertain eases where the parties aic very sound, they 
give loans repayahlo even after six inontlis or more. 

Generally the source of providing themselvt^s with money is the fnij>orial 
liank ot India, with whom they discount the huiidis for throe months, 
rocoivod hy them from the parties. They have got ample capital of their 
own also to do the business, but over and aliove that ii they require money, 
they Tvill go to the Imperial IJank of India or any other hank whichever 
is more profitaldo to them. The Imperial Hank of India competes in this 
business. Knowing the names of the parties who take advances from the 
hankers fi'om the hundis discounted with them hy the latter, they approach 
the parties to have dealings with them directly, or in case Uie iiartioa 
liave prior dealings with the Imperial Bank, they insist ii|)on them to stop 
the dealings with the bankei-s, umler threats that their dealings with the 
hank would be stopped in ease they continue dealings with the hankeis. 
The result of this is that the parties request the bankers not to discount 
their hills with the Imperial Bank of India and the hanktus in ord^r to 
satisfy their constituents have to kc^ep back a major portion of their bills 
either in their box or try to dispose ot the bills in the* local market or 
give the hills to banks other than tlie Imperial Bank, which is thus 
c1e|)rived of a sii)>stantial portion of business, wbicli m the natural eourso 
of things ought to go to the Imperial Bank. 

l’h<‘ Imperial Bunk ol India not onl\ cfjinjietes in (lermdical business 
but even in demand dratt businevss which is directly concerned with the 
trade ami agriculture of the country. 'Plicy do not have fixed rates lor 
their business, which is harmful to the interests oi the trade in general. 
Ift former days, the rnt<‘.s for demaiul dralts used to bo the same tlirougb- 
out the yi'ar, and on the strengtli of tliis, indigenous hankers used to have 
^ fixed rates tor them with tlie iuei<-luints who semi their nrorehandise to 
tjio different parts ol India, with th(‘ result that everything was going on 
•ysteimitically and niethodieully without any hitch. \ow' the ease is other- 
wist*. The Imperial Bank has no fixed ratt' but the agents have been 

|iathoriy.ed to (piote different rates aeeortling It) the times and tlie state of 
the money market, which creates a very great trouble to the jniblic at 
large. For example, it a hanker, considering tliat tin* hank had last time 
taken oiic*-si\ttM.mlh commission for a demand draft on Galcutta, charge 

liis constituents or I per cent, hut oq going to the Imperial Bank timi that 
the rate is I per cent, yon will yourself realiy.e how awkward lie will feel; for, 
he w'ill never like to give his whole eoinmission to the finjierial Bunk. The 
result will he that he will have to return tlie bills to the parties who will 

nave no other go but to pay some^iiig from their own pocket, 

ior the goods will luive already bcK*ii despatched and the invoice 
also sent to the party at the lower rate ot ismi miss ion. Besides, the 
indigenous bankers in order to finance their business have to draw 

money from their other offices, wherein they .see that they have got 

money in extx'ss. For this gciierally they have to go to the Iinne* 
rial Bank, as it has several branches in various places. It has 

lieeii found from ex])erienco that at times the Imperial Bank accepts 
from shell shroffs demand drafts for Rs. 50.00(1 at a time but at another 
time w'heti the shroffs require money and relying on the bank tliey come 
to discount a demand draft for Rs. 40, (KX) they are informed that their 
demand drafts up to Rs. 20,(XX) only will be accepted. An indigenous banker 
relying on the Imperial Bank wdll have promi.^ so many business people 
to give them money and they all wdll lie waiting in his office. How «wk- 
wal'd he will feel at that, time if he is disapi>oiut4*d like this and how* 
difficult ho will feel at that time to manage the deficit of Rs. 20,000 all 
of a sudden within that short time! 



Moreover, it ha« been very recently found Ui»i ^uall parti«5« who after 
despatching their ineix'handise wiU approacli the indigenous bankers for 
giving tlieiii iiioiiey, are now called upon by the Inii>erial Bank of India 
to give business direct to the bank, and the bank gives thoin more laeili- 
ties and charges them less commission than even the baiikei's. The bueinesa 
which the bank used to get through the bankeiss is Iwing ret'oived by them 
direct fioiii the parties, wdth the result that the bank not only loses Uio 
rc'sponsibiiity of the bankers in tlie matter but also gels less profit. In 
this a*a.V the bunk tries to cut short the business of the 1»aukers, thereby 
putting itself also to a loss at times. The records will show that them 
would have l>tH>n so many losses to the hank on account of their taking 
this policy, while losses tiirough the business transacted by them with the 
bankers will Ik> practically nil. 

Generally the indigenous bankers allow interest on dopo»»iU froui 3 to 
Q per c*ent. 

6. The rate of interest charged by the bunkers lo all their parti<.)S 
varies according to the rate of the Imperial Bunk of India, for they ker^) 
a small margin of 2 to 3 per cent over and above the raU‘ of the Imperial 
Bank. The rates are leasonable and do not rcnpiire a change or reduction. 

7. There is no prejudice what>oever against the indigenous bunkers. 

"J’he law is deficient to safeguard the interests of the bankers inusinuch 
as during the present times so many debtors rovsort to insolvency proceed- 
ings alter arranging previously for their lamilies, etc. 'I'he reason lor 
this is, that there is competition in every line of business and people are 
unable to make their both ends meet from the income ol ilieir businens. If, 
on the average, jH^ople find loss in their business, they at once resort to 
I.P. This canid he avoided if the offenders, namely, tliose who easily find 
a shelter in the l.B. are dealt with severely and made to account lor the loss 
in a clear and legitimate way and even afterwards they should he nmde 
liable to pay the debts, in case they are in a position to pay. Besides, 
the present regulations also re<iuirc a little change so far as the indigenous 
fiuiikers arc concerned. The present court pro(‘edur(* takes a very long 
time and in the meanwhile dishonest persons take advantage of this and 
fraudulently alienate their [iroperlies during the pendency of the suit. I’ndcr 
the circuiustamvs, my suggestion is that jlll .suits of the indigenous hankerb 
should he tried liy the summary procedure and that if jnayed for hy the 
plaintiff (who should he hanker) the jirojicrties of the defendants slioiiid 
l)c ordered to lie attached witliont delay or at least tlie defendants should 
give an undertaking to the court that they will not alienate their nro- 
perties without the permission of the <onrt. iiesitles, the suits filed hy 
the bankers should he given |irelerenee inasniueh as tli(‘y sliould he taken 
fur trial and decided witli the least |>ossihle delay, further, the delitor's 
insolvency |K*tition should not he allowed unless he is brought under arrest 
in a decrcH* and he |)roves that he is unuldc to meet his ^lehts. 8f*c*ing the 
insolvency procedure very cheap the debtors and creditors adopt tliis coun*e 
W'itliout c<jiisidering the cotm‘(juences. Ko, the Provincial Insolvencv Act 
requires some f>roper amendments. Fnrtlier. it is well known the insolvency 
matters are delayed in the courts for years tugefTlier ; .so the law should be 
ametuied that if the majority of creditors pray the court to appoint trustees, 
the court should .sdec-t two or three big and h<jiK*st and trustwortliy creditors 
ta manage the estate and all the powers of the Official licceiver shotdd 
V>e given to those truste(*s and by this proct»dure the matters will Ikj closed 
soon and without any loss to the creilitors. 

8. Tins class of bankers can Iw more serviceable to the community or 
public in general, if the\ rtneive uiore banking facilities from the Imperial 
Baiik. The bankers should )>e considered as agents of the Iiriperial Bank 
and therefore I suggest that ever>^ kind of business should come from them, 
as used to l)e the case in former days. They should Ikj given a wide scope 
for laisitietss and care should Ije taken to see that they give all or nmior 
porimn of their business to the Tm|)erial Bank rather than to other banks. 
This will encourage them to do their busiiiesK ou a vei-y large scale. They 
themselves standing as endorsers, the bank's inone^ will be secured by 
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they theniKolvcH Mhoukl lie alloweti to diwount their hills at the 
rate of the Imperial Bank throughout the year. This kind of 
iWaugemerit will show go<Kl results and thus prove of great help to the trade 
and eotnfnoree of the country. Besides the croros of rupees lying idle in 
Govern men t chests will he used for the furtherance and advancement of 
trade and commerce of the? country. It is not nec'essary for the Ii]i|>erial 
Bank to increase? their hraiiches hereafter hut they should work through 
the agency sysU^m uhove jiropostid. The great advantages of the system 
will lie that the shroffs being local iiicii cun know' hx*al (.‘onditioiis better 
and will thmefore jirove more helpful in developing ioeal trade. They 
themsolveH being liable in the matter, they w'ill take great care to see that 
the money is being utilised in .sound eonc?erns and the public also will 
have their accounts with them freely considering that they have the help 
and eo-operation (>i tbe Imperial Bunk. The hank, if it so desires, may 
have a scjparate offii-er appointed for the purpose of enquiries alamt the 
nature of the parties, with whom these shroffs do business. The (?ash- 
keepers or other officers of the hank should not he entrusted with this 
important work, as at present, h(?causc they have got their official duties 
to attend to and they luirclly find time to make enquiries. 

Another way of solving this problem is that some of the bankers 
may lx* appointed as guarantee brokers and every business of the bunk (so 
fur as their dealings with the business j>eoplo are concerned) should be 
transacted tli rough them, as they may be considered as agents of the 
Jinjierial Bank. The agents may l>e required to 'give a security of parti- 
cuiar amount regarding tbe business they do for the bank. Such guarantc?e 
brokers will be al)le to sliow good residts for tlie Imperial Bank and tlie 
bank need not be afraid repirding any Joss by working through tliem. 
This kind of appointment of shroffs us guarantee brokers may Ik* made 
after careful enquiries. For undertaking all this they should he allowed 
a certain commissiou on the work transacted llirough them. . 

^^*e are of opinion that the majority of the Directors and the munuge- 
ment of the Imperial Bank should ho Indians and it will be only then that 
timy will have an interest in the Indian trade, and then alone they will have 
the confidence of the general public and, if iieces.sarv. the supervising work 
should ho left in the liands of the non-Indians. 

If,;. 

I’lie Imjjeriul Bank shonJd give temporay overdnifLs to all the l>ankers - 
and also to approved |)arties and should charge bank rate of interest for 
the same. Besides, thev should give at least 2 to d per cent intojrest for 
suin.s in deiiosit with tliem in currcjit accvHints. This will greatly induce 
the landlords and other rich people to deposit their iiionev- with tlje Impe- 
rial Bank, instead of utili/jiig the same in the purchase of diamonds or 
other valuables or kev‘ping the same with them in theii' safe, as at present. 

The Imperial Bank at present takes its own time in the matter of pass- 
ing chcM|ues or in the matter ot issuing drafts or telegraphic transfers. 
They have to go through a lengthy procedure of having them passed liy 
various officers of the hank, thereby eausiug great delay, which naturally 
tires tlie patience of the j)iil>lic and tliey ])refei to have accounts with the 
hankers rather tlian with the hank. Piii1ie.s whose luindis are discounted 
hv the hankers with the Imperial Bank of Imlia, in order to avoid such sort 
of delay while paying the money for their luindis inid getting them hack, 
prefer to give the money to the bankers even a ftnv days before the due 
(lat(* and the bankers have to pay the same to the hank on the due date. 

If arrangements were made to have everv line of work separately, the work 
would I>e expedited. The bank administration should realize that the hank 
is for the convenience of the general pidilic and therefore they should not 
give undue preference to foreigners in preference to Indians. For example, 
if a foreigner comes to the hank for cashing a che<iiie, he is not only treated 
with respect and given a chair to sit on, hut the officers of the bank see 
to his wants without delay and he goes satisfietl within a short time, while 
any Indian cfmstituent of the hank, whatever he his position, has to wait 
standing at the counter for a niimlier of hours for receiving the value of 
his cheque. This should he put an end to as soon as possibiq. 
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The hundi stamp of ^ per cent is heavy and therefore the merchants 
prefer to execute demand pro-notee on 1 to 4 anna stamp instead of writing 
periodical hills. If this is reduced, there is every probability 
executing hundis on stamped paper. Hundis can very easily he 
with the lin^rial Bank of India or any other bank, but that will not be 
the case with demand pro-notes. If the stamp charges are reduced, the 
bank can get more business and sAm Government adll be profited. In my 
opinion half-anna per coni is sufficient. 

9. The indigenous bankers have very loa* expenses on acx'tnint of their 
establishment, etc., and hence they have more profit in comparison with 
the branches of the Imperial Bank, having the same amount of work. 
Estimate cannot be made as it all depends upon their volume of business, 
the extent of their capital and the facilities given to them by the banks. 

10. The indigenous bankers generally try to meet all demands for money 
of the parties, which appear to them to 1 h? sound. So far ns the latter por- 
tion is concerned, it all depends upon the capital of the banker c*onc©rned 
and also upon the credit he enjoys with the Imperial Bank and other banka. 


16 
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Written evidenee of lLR.Bj. Bao Sahib V. KBISHNA 
MBBON ATargaL, B.A, President, The Malabar District 
Co^operatire Federation Ltd., Calicut. 

1. — Agricultural credit and credit facilities for small industries. 

1. («) Thone who have to borrow for cnlti\’ation expenses do so either hy 
torrowing in kind or by raising money by pledge of jewels. 

(h) dr (r) If the enltivator is a landlord, he utilizes his annual income 
for the purpose of capital and i>ermanent im^>rovement8 and borrows at the 
end of the year to make up the deficit in his family budget occasioned by 
his utilising his annual income for permanent improvements. In very few 
cases loans are obtained from Oovornment under the Land Improvement 
Loans Act. Instances of the last kind, however, are so few that they may 
bo considered as negligible, hi some taluks of this district the practice of 
^ pledging standing crops, such as cocoanut and arecanut. is resorted to for 
raisiug funds for annual cultivation expenses, for paying land revenue and 
for purposes of a pennanerit iiatuie. 

Twelve to eighteen per cent is the interest charged in the district, the 
period of loans being generally one year. When movable properties, Buch 
as crops and jewels, cannot be given as .security, mortgages of landed pro- 
jierty or impr*ovenients are given us s(H‘urity. As stated already. Govern- 
ment loans are very few and tbe Imperial Bank of India finances indirectly 
tbrougli joint stock hanks, co-operativo banks and other indigenous banks 
and bankers. 

The defect of the present system is that those who are in a position 
to save nione^V, viz., well-to-do landlords, vakils, doctors and Government 
Officials, obtain their income ultimatelv from ryots. This surplus appears 
as deposits in the Imperial Bank and joint stock banks. The.se deposits 
make up the working cujiital of these banks. Most of these funds are lent 
out to traders wlio, in their turn, utilise thc.se funds for exploiting the 
agriculturists. When the agriculturists require funds, they have to borrow 
from indigenous banks and bankers who.se rate of interest is 5 to 10 per 
cent higher' than tlie rate in the Imperial Bank. The rate of interest on 
mortgage loans i.s generally lowin' than what is charged for other loans. 
Unfortunately, eo-oiK*rative banks who have taken upon themselves the duty 
of hnuneiiig the agriculturists dii’ectly on favourable terms of interest have 
not yet bc»en able to achieve their objects to the fullest extent, though the 
lending rates throughout the Piesidcm-y have been appreciably reduced as 
a I'esult of the working of co-operative societie.s. 

The only remedy to iny mind consists in oi'ganising the producers as a 
whole and lifting them out of their present disadvantageous jrosition, by 
helping them to produce more and enabling them to market their produce 
more advantageously. The present method of advancing money on long 
terms in co-operative .societies may be completely stopped by and by and 
funds made available on a larger scale to the producers and the Imi>orial 
Bank should afford greater facilities to the co-operative societies than they 
are giving now by allowing a lower rate of interest than per cent they 
charge at present on loans. 

^ Concentrated efforts should t)o put foi-th by the Development Department 
for studying the conditions of production and marketing each crop sepa- 
rately and suggesting improvements and showing practically how they may 
be effecl^. 

Government loans under the Land Improvement Loans Act are not very 
popular as the formalities to be observed by the ryots who apply for loans 
and the difficulty of satisfying the Revenue Officers in the matter of loans 
are often insuperable. When the annual budgets are prepared by €k)vem- 
ment, fixed allotments should be made for each district to be utilised for 
long term land improvement purposes. Land mortgage banks in conve- 
nient centres should be Boated in each district and the funds provided in 
the Government budget may be distributed among these banks as ftmds 
contributed by GovetUment share capital. 
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2, Marketing princiital eio/w. — ^Tlie principal crops in tho district are 

S addy, cocoanut, arec'anut, pepper Hiid ginj^er. Paddy produced in the 
istrict is hardly sufficient for the consumption of the people and a large 
quantity of rice has to be imported into this district, Cocoanut, ^pper, 
ginger and arecanut are the real money crops for the ryots, of whidt all 
but arecanut are chiefly exporte<h into foreign i*ountries and the whole* 
sale business is in the hands of influential export merchants. Ai'ecanut, 
produced in this district, is almost entirely sold in the other districts of tho 
Fresident^v, such as Nellore, Bellary, Anaiitapur, Bangalot'e, etc. Market* 
ing conditions of all these crops are not at all advantageous to producers, 
and the unfavourable conditions, such its selling of standing crops to credi- 
tors, making forward contracts for supply ot prixluw to any particular 
merchant, want of intelligent understanding of the markets where these 
produces are sold, tho large nuinhor of intermediaries existing in the st^item 
of marketing, fraudulent weights and measures used hy merchants, want of 
facility for (Mmuminicatiou resulting in the necessity for carrying the pro- 
duce to market ctMitres as head loads and want of roinhiuation among the 
producci-s, are the common features in the marketing of these crops. 

A detaile<l description of tho marketing of one of these crops, vi*., 
arecanut, will exemplify my point. 

Producers, when they require money for tlomcslic purposes or for paying 
Government ass**.ssinent, often phnlge the prodii(‘e, before they are actually 
formed, to tho dealers. Borrowings generally take jilaee in February' and 
March. Jf the protluccr. lor instance, borrows Us. 25 from a trader, he 
executes a hoiul stipulating that 5 tulums <l,5(Ml tolas are iH^uul to 1 tiilam) 
of nuts will he UandiMl over to the trader within the next t> niouths, Tlvc 
value of tliese 5 tnlains is roughly Hs. 00. This hard eonditiou is, how- 
ever, not enforceil in case tlic producer gives his produce for sale to hi« 
cre<Htor. Notwithstanding tlie very rigorous terms of tlie contract, the 
trader pays the apptoxiniate market value. Hut if the producer fails to 
hand over the nut to the trader, the terms of the agreement are enforced 
tlirough civil courts and for a loan of Us. 25 for 0 months the jirmlucer is 
compelled to pay Us. 00. This system exists only atnong the loss well-to-do 
class of produceis. Others — more solvent — borrow from tho traders at 12 to 
24 i>er cent interest, stipulating at the same time that tho nuts produced 
in their gardens w ill be sold to tho particular trader. Tn all underiakingi 
where advances arc given by tiadoi-s, they insist upon getting the produce 
in their hands for sale. These conditions are highly disadvantageous to tho 
producer, (non though the market rates are given Ui him. The cost of 
plucking, jj^ling and curing nuts is to Ik? met by producers themselves and 
they have no knowledge of the market rates. Accounts are not usually 
settled then and there and there is invariably some slight differoiico between 
tho ordinary market rate and the price offereil to the producers. 

Difference in these items c*onstitute.s the traders’ profit, which in all 
cases is not legitimate. 

Some prodiu*ers who have no necessity to borrow carry tho raw' nuts 
they prrxluce, after peeling, to the market centres, where tho dealers pur- 
chase these nuts and cure them. Generally, nuts are sold only Ixiiwetm 
4 and 10 p.m. There i.s combination among the purchasers and the produ- 
cers are often driven to the necessity of yielding to the terms dictated liy 
these traders, l)e<*ausi? raw nuts cannot f>o kept more than 24 hours, us 
they are to Ik? curetl within this time after plucking. 

If producers are organised and if they are taught to nool their produce 
and grade them, they can secure lictter prices for theif proouee. Co-operative 
efforts will be very helpful in marketing their produce. Rural co-oj>erative 
unliniit^ societies can lend money to agriculturists on pledge of crops with 
a condition that the produce bo handed over to a loan and sale society 
organised in the midst of a group of unlimited credit societies. These 
loan and sale societies w »rking with their share capital and funds raised 
by pledge of goods, can handle the produce, grade them and sell them in 
the liost market and remit the sale procKseds to the unlimited societies. This 
procedure keep.s the borrowers’ Isir rowing power iiitac;t at the end of the 
season and the member of the society liecjomes eligible for a iresh loan 
again. District banks must afford special facilities for ffuancing these loan 
and sale societieSi^^ 
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Pl'CKluci« which are exported to foreign countries pass through brokers 
and import merchants ana when they are shipped^ tim exporters draw on 
exchange banks against shipping documents. Facilities for internal trade 
are given by the Imperial Bank through other joint stock banks and shroffs. 
Want of sufficient number of branches or agencies of the Imperial Bank 
enable the other joint stock banks and shroffs to levy higher rates of 
interest from the ryots. If the question of opening a larger number of 
branches of the Imperial Bank is found to be impracticable, ag;enoie6 for 
directly financing agricultural produce may be created temporarily during 
seasons, in as many centres as practicable. 

Ill the process of marketing, the Imperial Bank is generally the ultimate 
source of finance. Joint stock banks and shroffs borrow money from the 
Imperial Bank on their credit and lend it to well-to-do shop-keepers and 
pr^uce dealers in the interior. These persons in their turn lend out funds 
to agriculturists. The difference in the rates of interest between that of 
the Imperial Bank and that of the last lender varies generally between 
5 to 10 per cent. The post office is the most jiopular channel for remittances. 
Three of the most popular joint .stock hanks, viz., Nedungadi Bank, 
Calicut Bank and Chalapuram Bank, have branches in the district and 
remittances of money between these branches and the head office can be 
effected at very reasonable rates. But considering the large needs for 
remittances to different parts of the district, the numlier of branches of 
these banks is insufficient. Co-operative societies have the privilege granted 
to them by Government for remitting money through the treasury, free of 
charge, from ono society to another. Greater ' facilities can he afforded 
through the treasury in the following manner: — 

(1) In places where there are no brandies of the Imperial Bank or of 
joint stock banks, the treasury may very well accept money from the public 
and issue drafts on any otlior treasury on receiving reasonable remittance 
charges. 

(2) By-laws of the co-operative central banks may be • amended to 
enable them to discount bills and hundis and issue bills for remittance 
purposes to scniieties. Arrangements should be made for collecting these 
bills in all the branches of the joint stock banks and the Imperial Bank and 
the treasuries. Those institutions can collec^t the bills through their head 
offictes. 

(3) In places where joint stock banks and brandies of the Imperial 
Bank exist, the Government may co-ordinate them for 'the purpose of quick 
remittances of money. 

Hundis emanating from our locality are generally discounted in the local 
centre but sometimes, owning to the favourable rates of discounts in provin- 
cial centres, they are sent to those places. 

Railway receipts are freely used in raising money during the process of 
marketing. Railway authorities often protect themselves from any possible 
Ims in transit by inserting conditions in the railway receipt itself— some- 
times in an unreasonable manner without even examining the consignments. 
These conditions often stand in the way of -traders and agriculturists from 
claiming damages arising from the neglect on the part of railway servants. 
Licensed wai-ehouses in India will be beneficial to owners of produce only 
when the producers have been sufficiently organized. Before this state m 
readied, if warehouses are established, the benefits arising from those ware- 
house will go to the middlemen only. The work of organizing the producers 
and helping them to look after their own interests is now undertaken by 
the Co-onerativo Department of Government and this work may be made 
more ana more effective year after year, 

4. In this district there are no land mortgage banks or agricultural banks 
providing long term credit. 

Land mortgage banks are generally started with the assistance of the 
State and they may be established in all districts with separate share capital 
and directorate, but always working under a standard by-law for the whole 
Presidency and co-ordinated in their working by a provincial land mort- 
gage bank. These provincial banks should have power to issue bonds for 

There must be a separate department preferably 
iforked by Government officials for appraising the mortgages. Interest 
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on debentures, subject to a certain limit, may lie guaranteed by the Goveni- 
mcnt in the early stages of the oiistence of the bank* Facilities for the 
Bale of bonds and for raising funds by pledging them have to l>© created* A 
portion of tlie initial share capital must be snppliiHi by tho Government. 

Legislation has to l>e introduced for the investment of insurance fund on 
long-term deposits in these baiiks. A complete system of registration of 
titles to land should l>e introduced and certiheate ihsuchI for ea<m land. The 
profits of tho hank should l>e exempted from all taxes by Government or 
local bodies. 

Sanction sliould bo given by Govornmeul for investing trust funds in the 
purchase of land mortgage bonds. 

Capital may bo raised partly by local contribution and partly by 
Government aid — rt(h suggestion in answer to question 1 (h) and (r) (liisi 
]>aragraph). 

(fi) When dotuiuonts are once executed and nioperly attested by 
witnesse.s and registered, the necessity for proving these documents again 
in Court should be dispensed with liy legislation. 

tf>) Mortgages effected by borrowers in a hind mortgage bank kIiouUI 
be foreclosed and sold in the event of non-payment, without instituting a 
regular suit in a court of law. 

(c) Share capital owned in ii land mortgage bank should always boar 
a statutory proportion to deposits and other borrow ings. 

W’hen the appraising is in tlie hands oi (lovermuent offic ials, tlie public 
will gam confidence regarding the security of investment, but guarantee 
by the Government regarding interest on share <‘apital may he neceMsary 
in tho beginning. 

If facilities for floating debentures and for raising funds on debentures 
are created and if the working capital of land mortgage banks can 1 k> jilocod 
aliovo the miniinutn required tor the profitable working of the bank, the 
contingency of tlie Government making uji the deficit for interest would lie 
remote. 

For placing a limit on tho risk, if any, tho maximum of tho guaranteed 
bond issued may ho fixed by the by-laws of tho bank. 

I think at least 2 to 2i percentage margin should exist between 
the borrowdug and the lending rates in a land mortgage hank. 

5. Many old agricultural families have contracted debts and they are 
ofte^ turned out of their holdings through the jirwjess of enforcement of 
old debt. Wbeu capitalists in the interior agree to advance money on 
mortgage of lands, they have always the ulterior motive of securing the 
land for themselves in tho fullness of time. 

WTien an efficient fanner is reduced to tho state of a tenant at will by 
loss of bis cultivable land, be certainly loses the mceiitive and ability to 
produce more. 

6. The* following cottage industries exist in this district to help the 
agriculturists in supplementing their income: — 

Coir making and milling copra for oil. 

All the industrial crops grown in this district, such as pepper, ginger, 
cocoanut. arecanut, and tapioca, are capable of great iinprovemoiit for the 
benefit of the producer. 

Preparation of starch from tapioca, preparation of coir-ropcs and coir- 
yarn, spinning and weaving and poultry farming can be encouraged for 
supplementing the income of the farmer. 

W’orking capital cau be gradually (x>]l^ted in the locality itself where 
the enterprise is started, if non-official bodies of Government come forward 
to help the people to organize themselves and conduct the necessary initial 
investigations and experiments. 

Co-operative inacliinery can very well finance thet^e enterprises and 1 
canpot think of anything better. 



7. The 1tiij>erfa1 Tmtik htianceH cooperative hanks hy cash credit on the 
pledge of short-term pro-notes execute^ by societies. Some facility is 
afforded by the Itnperiai Bank in remitting money to and from the Madras 
Central Urban Bank and district banks. 

There arc no diiec^t dealings worth inentiqii lietaecn joint stock banks and 
indigenous banks on one side and co-operative banks on the other. In the 
matter of remittanc-es of money, however, from central banks to societies 
and from s<x7ieti<‘s to (.etitral bunks, branches of joint stock banks are l>ecom- 
ing more and more useful. 

Members of eo-oj>erative .societies* require loans toj- short u*rin purposes 
4ta ^^11 as for long-term purposes and till recently both these requirements 
used to he met by the central hanks aided by the Madras Central Urban 
Bank from funds raised on short-term deposits. The continuance of this 
practice has brought the co-operative hnaace to a difficult situation from 
which it finds itself unable to escape. Unless facilities for long-term 
credit, side by side with short-term facilities, are placed within the reach 
of the menilicrs of societies, evil effects which have already resulted from 
the practice aliove referred to cannot he counteracted. 

If co-operative institutions finance exclusively for short-term productive 
purposes and for marketing of prcKluce and when these efforts Imcoine 
successful, the necessity for raising c-o-operative funds will have to he 
inultiplicHl several times over and above the existing resources. 

The concessions to be granted to co-operative societies have already been 
referred to in the answers to previous questions. 

///. — 1 nvestment habit and nftraction of capital. 

1. In addition to the Imperial Bank, large joint stock hanks and co- 
operative hanks, there are a large niunher of indigenous hanking institutions 
in the district. All these banking institutions encourage savings. The 
existing facilities for the investment of savings are sufficient. ( /o-operative 
societies in the interior are the best means for enc*ouraging. the savings 
habit among the people. Tlie steps so fur taken in this direction are 
inadequatt?. A large irnj>etus to savings can Ik? given by wel 1-organ izetl 
propaganda. 
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I. — Agricvliuml creilii «w4 credit faciiitie$ for $mall inditfiiries. 

1. (a) For expenses during cultivation, 

(6) for capital and permanent improveinentu, and 

(c) for other special needs, e.g., failure of monsoon, for land revenue;* 

etc- 

In all these cases the agriculturists have generally easy resort to the 
indigenous money-lenders at a considerahly high rate of interest. In aoine 
cases the agriculturists get loans from the merchants agreeing to i^pay in 
grains a certain nninljer of bags during the harvest season. A very lew l>er- 
c*entage of them get an advan(‘c» fmin the local cro-operative societies ana in 
one or two cases they get advances from the Government. 

The rates of interest charged generally range from 12 to 18 per cent 
and the periods for which such loans are generally raised are 3, 6, 9, 10 or 
12 months. In some cases the loans are raised hy executing demand pr<v 
notes by one or more persons. When the amount exceeds a certain limit 
which is to be judged by the respectability and standing of the parties 
concerned, mortgage deeds are executed on iniinovahle pro|>erties. 

In agricultural finance the Government plays no part at all. There is 
a provision to advance loans to inirasdars from the taluk treasiinW for 
agricultural purposes which fact i.s not at all known to ml'fet of the agri* 
culturists. Even if it is known to some, the great difficulties and delays 
caused by the naturally slow Revenue Department make it of no use to the 
agricultural population. 

The Imperial Bank of India have no place in their confidential hooks for 
agricuHuristvS, as they only advanc*e to local money-lenders, indigenous 
hankers and other big merciiants. 

Joint stock banks to a certain extent help the agriculturists by giving 
small advances on the eve of the harvest on joint pro-notes and on jirodiice 
throughout the year. 

The co-operative banks in places wdiere there are no political cliques, 
where there is no Brahmin — non-Brahmin or Hindii-Muslim difFerencc^s may 
be said to Ik* of some use to the agriculturists. Generally speaking, not 
even 10 per cent of the c*o-operative hanks are working on real principles 
of co-operation. Further, co-operative banks have no restriction for higher 
class people getting advances. 

The indigenous hanks, etc., do really help the agriculturists during the 
times of their need, hut the rates of interest charged are very abnormal 
and the agriculturist’s position becomes worse day by day. 

So far as the Tanjore di.strict is concerned. Rs. 20 to 25 lakhs of capital 
is required for the agriculturists for. the various purposes. 

As already said, the Government should ^educate the agricultural classic 
by issuing leaflets to every village through the village headman so that 
every man paying a kist of any amount should know that the Government 
are advancing loans for agricultural purposes, the procKidure to be adopted 
in raising the loans and the conditions thereof, etc. Again, the Govern- 
ment should see that such apnlications are dealt w*ith jironiptly and the 
officers concerned should 1 m* held responsible if such applications are delayed. 

Statements from Sub-Treasury Officers to Treasury Deputy Collectors 
with duplicates to the Accountant-General should iKj'sent every week showing 
the details of applications and their disposals. 

The Imperial Bank of India are soaring high as they are the bankers 
Government of India. The:> do not at all help anybody in the country but 
a handful of fat merchants. 

Of course, they are now doing most of the treasury business and many of 
the branches are doing no. other work hut Government work. Unless and 
until a State Bank is started, they would be of no use to the genera) publiC; 
agricultural or mercantile. 
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Joint stock banks are helpless. Further, their business has been comi* 
derably hindered by the opening of a number of branches of the Imperial 
Bank of India. Crenerally, joint stock banks are single and in a rerj few 
cases they have very few branches. Joint stock banks should be worked sub- 
ject to the control and supervision of district banks responsible to a reserve 
bank through provincial authorities though the locjal management should 
lie in the hands of the local hoard of management. As already stated, co- 
operative banks should he made to work without any party feeling. Real 
sense of co-operation should be taught to the villagers and they ^ould be 
made to work harmoniously. 

There is no co-ordination among the various^ credit agencies and there 
is no scope for improvement under the present cfrcumstances. There should 
be a reserve bank who should he hankers to tho Government of India and 
other joint stock and co-o])erative central banks and the Imperial Bank of 
India, by whatever name it may he called in future. All these hanks sho«|Hl^> 
lie under the Provincial Audit who should report to tho reserve banjfc 
to the stability of each institution. 

2. The main crop of the Tanjore district is paddy. A major portiott'of^ 
the paddy is generally milled within the district itself and sent Ui Colombo 
and the southern districts; tlie rest is required for local consumption. Most 
of the estates on the western ghats get their supply of rice from the Tanjoro 
district. Paddy is sent to southern districts in general, and to Chottinad 
and Piidukottai State in particular from tho Tanjore district. 

Generally, big merchants and mill-owners of the district are financed by 
the Iiniierial Bank and by joint stock banks to some extent. Big merchants 
and niill-ownoi-s in tlieir turn advance to niirasdars for their kist and other 
purposes and get in return paddy at a particular price fixed by the money- 
lender. Generally, those merchants go on purchasing and stock paddy till 
July or September. They sell away paddy if it fs profitable or they mill 
it and sell away tho rice if there is a greater demand for rice. 

Banks and bankers issue drafts and hundis and by letter and wire pay- 
ments, they remit amounts from one place to another. Bank cheques also 
are used to a limited extent. 

The public are not well educated as to the facilities given by banks in 
general and particular! v in remitting amounts from one place to another. 
Consequontlv, ino«t of the people generally insure big amounts in tw’o halves 
and run great risks and los.ses. 

Negotiable instruments do not play the part they ought to in the internal 
trade of the province. It seems that thev have succeeded to a certain extent 
onlv in cities where there «re clearing houses. Certainlv, the reduction of 
stamp duty and notary charges will also help the further use of hills. 
Again, in cases of 1>ins accepted through a hank and noted for non-payment 
hv a notary piihlie, the law courts should pass their decrees without any 
further costs or on receipt of a nominal cost. 

IT. — Indigrnoy.H hanhing. 

1, Most of the above hanks advance amounts on the mortgage of 
imn}ovah)o ])i*opertios and jewels and on pro-notes executed by one or more 
persoiLs for periods of 3. 6, 9, 10 and 12 months. In oases of pro-notes 
the amounts are T-epavahle hv dailv. weeklv or monthly instalments and, 
generally, interest is taken by tho lender even when he pays the amount 
of loan, which system is very profitable to the lender. 

2, Indigenous hankers can he said to 1)0 practically helping agriculture, 
trade and industry of the district, sav to the extent of 60 per cent. 

3, The indigenous hankers generally start with a very small capital. 
The Imperial Bank of Jndia and joint stock companies kelp them to a 
certain extent. They easily influence the public and get deposits which, in 
some ^osos, rise to several times the capital. 

There are instances where private hankers started business with a nominal 
capital of Rs, 10 or 20 thousands and transacted more than Rs. 16 lakhs 
within a period of lt5 years Finally when the accounts were closed they 
had a surplus of Rs. 1, 2 and even 3 lakhs in some cases. 

Generally, the expenses incuri*ed bv them,* especially in courts, are 
abnormal. The Income-tax Department is their enemy and they set aside 
many items of expenditure actually incurred. 
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4 . Indigenoug bankers use generally demand hdtul^ and in some cases 
llimdw payable with interest at a particular Vate between a apecihc period 
after which interest seises to accrue. These hundis are very much preva- 
leiit among merchants, espcH^inlly in pbvcos where there is no joint stocik or 
other bank* 

5. Generally, indigenous liankers grant loans on pro-notes executed by 
one or more persons ; generally tlie time allowed is *3, 6, 9, 10 or 12 months. 
In most of the cases the interest for the period of settlement is deducted 
beforehand from the advance itself and the full amount of tlie pro-note is 
to be repaid by daily, weekly or montbly instalments as per agreement 
between the lender ana the borrower. 

In some cases immovable properties worth about a certain amount are 
given as security and tho party is authorised to draw on tfie firm to the 
extent of 40 or 50 per cent of the worth of the property. At the end of 
y^iar interest is adjusted to the account and the party’s confirmation 
^ M Again, in many cases they advance on the mortgage deed executed 
fet^y^movable properties for a certain numl)er of 3 'ears. 

p^ v||r Indigenous banks and bankei's have generally a credit limit with 
a branch of the rmijorial Bank of India or a joint stock c‘oinpany or with 
a big banker and they draw by issuing cheques or hundis. Further, as 
a considerable portion of their investment is repayable by daily, weekly 
and monthly instalments, they can every day find n certain sum duo to them 
and collect it. 

They allow an interest of to 9 per cent for deposits depending upon 
the bank rate and local money market but the rates of interest collected 
for the loans range between 18 to 30 per cent. 

11. In every taluk town there should be a joint stock bank with local 

directorate and these banks may act as bankers to indigenous banks who 

should give all the facilities to tho villager along with tho co-oporativo 
banks. All these joint sto<’k lianks should have a district bank which should 
allow a c^rtaki limit of credit in consideration of the working and paid-up 
capital of the respective banks. The district hank should \\e financed by 
the reserve bank through the nrovincial authorities who should have a set 

of auditors under tlioni wdio will he dtdy dirocte<l to inspect the joint stock 

banks in particular areas and forward reports in addition to tlie audit of 
each hank by its elected auditor. 

12. Tt is more in the Imperial Bank of India and joint stock hanks and 
district co-operative hanks that heavy sums are lying idle for a part of tho 
year without l)eing invested. The causes that can l )0 attributed to this 
dullness are — 

(1) Undue consideration shown to debtors by Judges in Coui-ts of Law. 

(2) The troubles of the Income-tax Department. 

(3) Lack of encouragement from hankers to merchants, i.c., hankers 
have undertaken to deal in difforent commodities instead of lending the 
money to those merchants who deal in them. 

All surplus funds can he directed towards land mortgage hanks which 
should grant loans to big mirasdars and xamindars, wdio arc badly involve<l 
in debts and cannot find any wmy out of it for long periods. It is a practical 
lesson in thi.s district that a number of big iniriisdars said to ho W'orth 
about Rs. 10 or 20 or 30 lakhs have 1>oeii already ruined and are still being 
ruined for want of sufficient ac^*ommodation to settle their debts which may 
be after all 30, 40 or at the most 60 jwr cent of their worth. 

III. — Investmfnt Jiahit and attraction of capital. 

4. The cheque has become very common in mercantile centres and in 
places where there is at least one bank. But the villagers generally do not 
yet have any idea of a cheque. By the abolition of stamp duty cheques 
have become moi-e prevalent among merchants. 

5. It is a fact that batik ing and investment habit in India is of very slow 
progress. The main reason for this is want of nntre joint stock companies 
and due support for them. Again, the once Bank of Madras, and now the 
Imperial Bank of India, has created more a kind of fear than an attach* 
ment in an ordinary Indian. 

If there is a joint stock bank in almost every taluk town, that will 
)i^lp the masses a great deal to easily acquire the banking habits. 

n 
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or funds have been in existence only in the Madras Presidency, 
especially in the seuthorn portion of it, and there do not seem to he any 
eotresponding institutions m other parts of India. Bimi^r societies ree- 
trictea in their scope to buildings have lieen in existence in Great Britain 
from a very long time. Since they are the institutions on which th^ nidhia 
have been modelled, it will be useful to consider at length their principal 
features. 

The building society in Great Britain is practically a building and loan 
association and a form of co-operative savings bank. Its chief advantage 
over the ordinary savings institution is that its funds are used by we 
depositors themselves in their own interests and not placed at the setvi^ 
of businessmen and corporations. Every member has a voice and vote in 
the management of the association and shares in the profits. A board of 
managers has charge of supervising the business of the association. As now 
commonly organized, they issue a fraction of the capital sto(‘k, nsiially 
one-tenth, in what is known as a ** series and require that it be paid in 
monthly instalments, commonly ** dues ” — usually at the rate of £1 per 
month on a share of stock, the par value of which is £200. Whenever the 
monthly payments, plus the accumulated profits, equal the face value of the 
shares, the series is retired. A scrie.H usually extends over ten to twelve 
years. 

The money obtained by the association is loaned to shareholders who 
desire to buy or build homes. No member can borrow more than the face 
Value of his shares. Thus, the man who has subscribed to five shares may 
borrow as much as £1,000 (if sufficient funds are on hand). When the 
amount in the treasury is inadequate to mec^t the wants of all who wish to 
borrow, the loan is awarded to whoever will give the highest premium for 
the use of the money; this “ premium consists in the payment of a few 
shillings on each share, above and beyond the interest required by the 
association. 

As a rule, the money paid into the association by a borrowing member 
during the life of the series in which ho is interested amounts to little more 
than the rental price of the mortgaged property for the same period ; hence, 
it is sometimes said by those who get homes with the help of a building 
association that “ the rent pays for the place The borrower who regu- 
larly pays his dues and the interest on hi.s loan will in a few years find 
himself in possession of paid-up shares which will cancel the principal of 
the debt when it becomes due and leave him owner of his house without 
encumbrance. 

Some of the associations buy land, build houses and sell or let them to such 
of their memliers as want them. Most of them, liowever, do not undertake 
the building of houses hut simply lend the money for it. And as these 
loans are perfectly guaranteed, they serve as investments for the savings 
of those members who are obliged to wait a long while for their turn or of 
those who do not purchase a house. So that, these societies net even more 
as savings banks than as building societies. 

These associations are not governed by the Companies Act (1908) but by 
Upeoial Acts— Building Societies Act (1874, 1875, 1884, 1894). They are 
incorporated by registration by the Registrar of Friendly Pieties with 
whom their rules, which correspond to the articles of association of a 
compamr, must be lodged. The Registrar has extensive powers of control. 
The annual accounts must be sent to him and he may, under certain circum- 
stanoea, order an inspection of the books, or convene a special meeting. 
He has power to cancel the certificate of incorporation if it has been obtain- 
ed by fraud or for other specified causes. 

The earliest nidhi was started in Madras in 1858 and was called the 
Budder Court Fund."' The next nidhi was the Mylapore Hindu Perroa- 
nant Fwd, started ip 187?, Its memojrapdpm and articles of ossociati^ 



apparently babied upon ike Engliah Building Bocietiea Act witb suitabla 
wmdiBcAtiom iM> as to bring within its scope tne granting of simple loans 
iMod loans on the pledge of jewels and other securities. Much progress does 
hdit seem to have been made during the next tew years^ though a few moie 
nidhis on similar lines were started in Madras, hrom the year 1882 
onwards, nidhis began to be started in stations outside Madras and their 
progress became more rapid from that time onwards. 

, The Government, seeing the great advantage accruing to people from 
the nidhis, passed tor the first time the Co-operative Ci^it j^ieties Act 
(X ot under which it gave special privileges to societies registered 

thereunder in the matter of registration and stamp fees, income-tax, etc. 
inducements were also hold to various nidhis to I'egister themselves under 
the new Act. But, owing to the very restricted scope of the societies i*egis- 
tered under the Act, owing to the maximum limit of the transactions 
allowable under the Act being very low and ow ing to other causes, very few 
existing nidhis registered themselves under the Act although a very iai'ge 
numlier of fresh societies were formed under it. 

These nidhis have achieved remarkable results in the way they have been 
able to help the [loor and middle classes. >\^ithin the limits they have until 
now worked, they have also been managed iuiriy othciently. Within the 
last seventy yeai's or so of their life in this Presidency, the indebtedness 
they have helped to relieve and the individual capital they have heiped in 
accumulating have been so great that there can be only one wish about 
their future — that they should be placed on a basis which wall be permanent 
and which will not be subject to any attack of illegality. Nearly 300 nidhis 
are w’orking at present supplying the verj^ real need of the urban end rural 
population of the Presidency which cannot boast of an adequacy of banking 
laciiities and many of them working for tlie last half a century and more, 
so much so that people have grown to regard them as an integral part of 
the economic Iraine-work of society. 

The essench of these societies is mutuality. The definition of such a 
society by a high authority may he quoted: “It is a grouj) of men united 
to help one another by a coiuinon contribution of funds which are to l>e lent 
out to members only for their benefit. All profits derived from the tran- 
sactions are to return to the members so that all fienefit, the non-borrow'ing 
mem tiers by the receipt of profit and the borrowing members by the use of 
the loaned capital and by a portion of the profits which they have contri- 
buted to the society. The funds proceed from the subscriptions of members 
chietty and to a small degree from deposits. Generally, the nidhis do not 
borrow except by deposits. The object of the nidhis may be described as 
the facilitation ot savings, the relief of memliers from old debts, the deli- 
verance of them from usury, the accumulation of a fund for special purposes, 
such as marriages, the grant of loans on good security for special purposcis 
whether domostic ceremonies or maintenance, for expenditure on jewellery, 
on house-building and repairs, for purchase of land, etc.’’ No loans ar# 
granted to non-momliers nor on personal seeui’ity only, so that there is absa« 
Jutely no element of speculation or adventure at all in the working of the 
society. The primary object of the society is not at all acquisition of profits 
by trading. 

The societies cannot therefore 1>© compared with joint stock companies 
formed for purposes of trade and profit but only with the Building Societies 
of England and the United States and like these, they have been serving a 
most useful purpose in the i>ublic economy of poor India. Soon after the 
passing of the Companies Act of 1913, the Government of India wanted to 
take measures for the regulation of these nidhis in relation to the new Act 
since these differed fundamentally from the joint stock companies in that 
there was no fixity of share capital and since by their very nature th^ 
could not conform to several of the requirements of the Act (e.g., section 65, 
etc., relating to share capital). Bince this Presidency alone was inter^tifKl (n 
the matter, the opinion of the Madras Government was asked, And ofi m 
reference by the latter, the then Registrar of Joint Stock Oompanies iug-^ 
gested two alternatives: (1) that nidhis could continue to be registered aA 
companies limited by shares but should be exempted from the operation of 
certain sections of the Indian Companies A^, particularly sectiprui 5$ ^ 
whii^ restrict the reduction of share capital, and (ii) that aubsoriptioua 
should be r^arded not as shares but as deposits and that nidhia rilphld 
registered as companies limited by guarantee. The Govemmeni Madllli 
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rejected tbe second alternative on the ground that there was not, in fai^. 
ntty guarantee provided and that the real nature of the transaction db^otud 
i»ot be dissembl^ by recourse to the hction of a guarantee. So they supmurted 
the first alternative and the Government of India was asked to make the 
necessary amendments to the Act. 

The Government of India, however, pointed out that the constitution of 
nidhis could not be made conformable to the Indian Company Law and 
that the remedy was an enactment of a sx>ecial measure to provide for l^heii: ^ 
incorporation and control. The position was thereupon examined in 191#^' 
and the Local Government came to the conclusion that no ^parate enact- 
ment was necessary and that tbe nidhis should be left to adjust themselves 
either to the Indian Companies Act or to the Co-operative Societies Aci. 
Tlie matter was then dropped for the time being. 

In 1923 the subject was once again revived at the instance of the South 
Indian Chamber of Commerce and the result was that a circular was issued 
at the instance of the Government of India l)y the Registrar of Joint Stock 
Companies, Madras, to all the nidhis, placing the views of tbe Government 
of India before them and putting foiward some proposals for discussion. 
The Government of India laid stress on the fact that it was a fundamental 
principle of Company Law that a company limited by shares should not be 
permitted to reduce its share capital without the sanction of the court and 
that they considered it undesirable that the nidhis should, while purporting 
to confoi*m to the Act, systematically ignore this fundamental principle. 
They did not also agriHJ to exempt any company or class of companies from 
all or any of the provisions of the Indian Companies Act, since they desired 
that uniformity should be maintained in the adniinistratioii of the Act 
throughout India. Under tbe circumstances, they put forward three alter- 
native courses — firstly, the reorganization of nidliis as a new class of com- 
panies in addition to those limited by guarantee and tbe unlimited companies; 
secondly, their reorganization as a new class of associations to bo regu- 
lated by special legislation ; and thirdly, their suppression as illegal 
associations. The Government of India plainly hinted that the sec^ond alter- 
native was the only one which found favour with them. 

On receipt of this circular, a conference was convened at the instance 
of the Taujore Pennunont Fund, at Tanjore, in May and July 1928, which 
was attended by the representatives of almost all the prominent nidhis of 
the Presidency and several resolutions were passed by the conference. A 
copy of the resolutions was duly forwarded to the Regustrar of Joint Stock 
Companies and the matter appears to be engaging the attention of the 
Government. 

The following are the principal resolutions passed by this conference : — 

(o) Having regard to the fact that the nidhis are benefit societies which 
are necessary institutions for the economic progress of all classes of society 
and have given entire satisfaction to the public for more than half a century, 
working as they do under the Indian Companies Act of 1913 and 1882, 
this conference is unanimously of oiiinion that no separate Act is necessary 
to govern them. 

(h) This c^oiiference is further unanimously of opinion that the nidhis 
fthoula be allowed to continue to be governed by the Indian Companies Act 
of 1913 which expressly refers to such societies in section 138 clause I of 
Act VII of 1913 and section 69 of Act VI of 1882. 

(c) This conference is also of opinion that, the nidhis should be expressly 
exempted from the operation of sections 55 to 58, 101 clause 3, 104 and 

108. 

{d) This conference is finally of opinion that it is neither possible nor 
desirable to modify the orgaiiiaation or the working principles of nidhis for 
the purpose of conforming to all the provisions of the Companies Act without 
exception. 

Of the alternative proposals put forward by the Government of India, 
the last, via., the suppression of nidhis as illegal associations is quite unjust 
at the present stage in view of the deep root which those nidhis have taken 
in the economic frame-work of society and in view of the immense go^ 
that they have been rendering to the public. In this connexion, it may be 
pointed out that every civUised Government having always the interests of 
Its subjects at heart, fosters institutions like the nidhis which have taken 
root and never desires to suppress them on the score of non-oompHanoe with 
techmcaUties. With regard to the second suggestion that these 
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;j||0 recognise as a special class of associations and under special 

S islation, it may be pointed out that a special law will be required only 
IK the existing law could not be so shaped as to govern these nidhis. 
hce, one has to examine in what way the working of the iiidhis ®t>t 
possible under the present Act and how remedies hare to be proposed to 
make^ the Act a^iply to these institutions also. 

•pie principal sections of the Companies Act which are a source jtrouble 
uiUicalty to these nidhis are sections 55, 57, 58, 92^ 93, 101 to 104 and 
These sections, therefore, require detailed consideration ; — 

(a) Sections 55, 67 and 58 prohibit i\ reduction of share capital without 
the sanction of the court. That is. under ordinary circumstances, tho shares 
mn a company are non-withdrawabio. iiut the very object for which a iiidhi 
ii started distinctly contemiilates the retirement ot the share-holder hy lapse 
of time or withdrawal and consequent reduction of the capital contributed 
by him. Secondly, there is u reduction of share capital practically every day 
and sliare-holders come and go. Under these circumstanc'cs, there is no 
meaning whatever in the prohiintiou that the c^apitai ot the company could 
not be reduced or paid bock to the share-holder without the sanction of tho 
court. No question of the interest of any creditors of the tiotiipany being 
at all affected or prejudiced by such a transaction can possibly arise in the 
case of nidhis, because the only persons who can bo said to be creditors ai*o 
the share-holders themselves, as even in the ni alter of deposits, nidhis 
receive them only from share holders, unlike other joint stock coiukuiih which 
i*eceive deposits from share-holders and othei*s also. Hence the objections by 
creditors contemplated by section 58 of the Act cannot at all exist in the 
case of nidhis. There has been, however, recently a bolt from the blue, tho 
Madras High Court passing a decision based on these sections (rejiortiHl in 
the pages of the “Hindu’ ) that ml withdrawals of share money are illegal 
and that the Official lleceivcr in tho case of a liquidated company will l>e 
entitled to have all the retired share-holders added as contri butanes. "I’liis 
has created great alarm and hence tho law' has to l>e amended at the earliest 
possible stage* by exeini>ting these nidhis from the operation of those sec- 
tions. It need hardly be pointed out that, all along, neither the subscribevH 
nor the Government could have had the remotest idea that, by takinj^ shares 
in nidhis, a person rendered himself and his heirs liable without ai>y fixity 
of time to all future losses. 

(6) The next set of sections 92 and 93 relates to tho prospectus of 
the c*ompany and its 1>eing tiled with the iiegistrar before it is issued as 
well as the particulars that it should contain. These provisions are quite 
unsuitable to nidhis since fresh subscribers have to be admitted from day 
to day and they have to be furnishetl with a copy of the articles ot associa- 
tion or the chief rules extracted from the said ailicles. In fact^ there is no 
other prospectus for these nidhis except copies of the articles ot association. 
It is obviously impossible and futile to require a nidhi to tile a copy of 
the said articles with the Registrar every time a new member is admitted. 
Therefore, the nidhis have to bo exempted from the operation of sections 92 
and 93 and it will not at all entail any barm to the x>ublic. 

(c) The next set of sections is sections 101 to 104, Sections 101 and 
102 relate to allotment of the share capital of a company and the effect of 
.. irregular allotment. There can be no allotment at all, prqjierly speaking, in 
a nidhi, as allotment can only apply to cases of fixed capital while the shares 
of nidhis are fluctuating. As Justice BakeweJl put it (in O.P. No. 127 of 
19J14, Madras High Court) these amounts paid by subscribers of nidhis are 
in the nature of recurring deposits rather than the value of shares. Further, 
in the case of nidhis, 5 per cent of the share capital cannot 1^ ordinarily 
paid because it consists of monthly instalments extending over periods of 
24, 45 or 84 months. Bection 103 relates to restrictions on commenoement 
of business, which have no meaning whatever in the case of nidhis. Sec* 
tidn 104 relates to sending the return to the Registrar about allotments. 
It is obviously impossible m the egse of nidhis, as allotment of new shares 
are made day by day. And further, the taking up of shares by subscribers 
cannot be called allotment of shares as applied to joint stock companies. 
Under these circumstances, the nidhis have to be necessarily exempted from 
the ^ration of sections 101 to 104 of the Act and this exemption also cannot 
possibly harm the public in any way. 

{d) Sectum 108. — Section 108 relates to certificates of shares. It is a 
Biisnoiner in the case of nidhis as it implies that the shares could never come 
|9 gu end and that the person holding the same must be a share*holder fox 
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aU tiitte to como. The object intended to be served bj the siiare oertifi^ie 
is completely achieved by the rcjoeipt IxHfk which is issued to eaci>« subocrilm 
in which his register number, his address, the number of shares held by 
and the various payments made by him are all entered. Section 106 oMl 
dheretore be very weil made to exclude nidhis from its deration without 
any detriment to the public. ^ 

^ These are several s(«.*tion8 which are inapplicable to nidhis fundamen- 
tally, sinc'e the shares in nidhis are quite different from the shar€ a^j|| 
^int stock companies. The further question which will arise, if these iliaHw 
wre to be governed by the Indian Companies Act, is whether a nidht oouM 
be brought under the existing definition of ^‘Company’* and the only 
^^mendrnent that will be r€)C|uireu for this purpose will be to treat ^e nidlrib 
as a new class of companies registered under the Act in addition to thW 
companies iimited by snares, those limitod by guarantee and the unlimito|| \ 
companies. There can be no harm in adding this fourth class of companies. 

' The Indian Legislature, while copying the English Act relating to com- 
jianies, completely lost sight of the tact that the English Act applied only 
to the companies which diu not come under the provisions of the Special Acts, 
such as the Building Societies Act, the Friendly Societies Act, etc., aim 
has made it applicable also to companies which would not come under tne 
purview of the English Act, For example, the submission of the summary 
and the annual list under section 32 ot the Indian Companies Act serves 
no iiseiul jiurposo und is unsuited to mdhis like ours. The section evi- 
dently was intended for companies having a fixed share ca]>ital, the whole 
or a portion of wdiich is offered to the public on one or more occasions and 
which offer is closed after a certain time. 1'hc shares are then allotted and 
they never cease to exist o.\(‘ept on forfeiture of them by non-compliance 
with tile rules of tfie company. On the contrary, the shares in the nidhis 
generally come to a termination as already stated on the expiry of the terms 
hxed ill the articles of association as in the case of building societies in ^ 
(ireat Britain. And in the Building Societies Act which governs these 
institutions, there are no similar provisions requiring the annual list und 
the summary to lie sent to the Registrar. 

The exemption of nidhis from the operation of the various bectious men- 
tioned above will not in any way affect the efficient control Ij^^ Government 
over the w'orking of su(*h nidhis, which has been sufficiently provided lor in 
other sections of the Act. The annual and the half-yearly reports prescribed 
under the several sections of the Act give detailed information about the 
internal administration of the nidhis in addition to the balance sheet and 
the profit and loss statements which are also submitted to the Registrar 
every year after they are adopted by the general body at the annual meeting. 
Public attention lias been sufficiently aroused in respect of these nidhis and 
the general fiody of meiniiers. which is the supreme authority in matters of 
internal administration, can be expected to supplement the powei*s of super- 
vision which have been given to the Registrar under the Act. Under these 
circumstances, requiring the nidhis to conform to certain technical conditions 
is nothing short of a burden on them and is sure to stand in the way of 
their efficient working. The attention of the management is distract^ by 
some of the voluminous returns required by the foregoing sections wffiich do 
nobody any good. In the interests of all the parties concerned, the nidhis 
have to be exempted from these superfluous requirements and their retention 
within the purview^ of the Indian Companies Act, after such exemption, is 
quite feasible and necessary. 

Having thus dwelt at length on the position of the nidhis in relation to 
the Companies Act, it may not be out of place to devote a few lines to the 
typical activities of these institutions. Among these, our nidhi has^ within 
the short time it has been in existence, como to occupy a very important 
position in the district and in the Presidency and has a large number of 
subscribers not only throughout India, but also in Burma, Ceylon and the 
Federated Malay States. It has been the means of salvation for a laroa 
number of families by enabling them to get out of debt by payment of sm2ll 
monthly subscriptions. As a channel of investment, it helps people by accu- 
mulating their savings and giving the same back to them in an appi^iable 
form and with a guaranteed intoi'est which works out to five per cent 
compound interest. The savings per month ure imperceptible wmle the 
accumulation comes in handy for a rainy day or for a sudden emergency. 

The framework on which the transactions of the fund are ooadueted is 
the shares thereof. These shares ai’e payable at the rate of Re. 1 per month 
for 45 months. At the end of 45 xnonthsj the sulsicriber is paid Ra« M 
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shai'e in i^ditiou to the aiuoimt of profits li© gets within th©^ ^ ^nths. 

5 Rs. 5 "given in excess over tlio Rs. 45 paid by him represent the inw^t 
i^anteed by the fund. Tlie-ic Jiuicnnits, whieli oggregato to a i'e«|>«*table 
ig spite of the fact that the individual <^ntrihutions ar© RHiail, ai^ 
aTailable to the subscribers for loans at low rates of interest. In fiMJt, ii^ 
the llresent state of the money market, our rate of interest on ordinary^ 
loans is probably the lowest — 6 t per cent per annum. These ordinary loaJlg 
juMppadvanced at the rate of lis. 50 per share, the method of repayment beingT'' 
vOg l^ayment of the share amount every month together witli interest 
j|hs amount of the loan outstanding, at the rate of 6 i per cent mentione® 
mbire. At the end of 45 months, the shares mature and the loan also K©ts 
automatically. In addition to the amount of Ra. 50 granted 
ilordinary loan for each share, a further amount of Rs. 100 per share is avaih* 
os special loan in the case of immovable property and Rs. 250 per sliare 
in the case of jewels. In resfiect of these special loans, the amount of the 
shares has to be paid monthly and also interast on the amount of loan ^ 
outstanding at the rate of 74 per cent per annum. Of course the iiayment 
of the share amount cannot liquicla^ the entire loan advanced and the only 
jii convenience in these special loans is that a portion of the loan am%iint is 
ff^payable monthly while the major portion of the loan is repayable at the 
borrower’s convenience, but w’ithin the periml of 45 months in any case. 
This arrangement is mainly intended to help the agriculturist who cannot 
afford to liquidate the entire loan amount by monthly instalments but who 
can pay monthly to some extent and nay the balance at intervals, within 
these 45 months (by sale of the harvested grains or otherw ise). A still further 
concmsion is also available by his being permitted to pay even the interest 
one© in six months, but the rate of interest payable in this case is slightly 
higher, lieing 84 per cent. Even then the rate is lower than that levied by 
the primary co-operative credit societies. 


Loans are granted, in addition, on the security of produce, jewels, etc., 
and the interest charged is liere also the low^est — 04 per cent. Tlius, the facili- 
ties afforded by the fund are very great both from the aspect of saving and 
from that of helping w’ith credit. Provided the borrow’er nays his instalments 
regularly, the fund is the best place for raising loans. Like the co-operative 
societies, w'e |)lace a proiniuiu unon bonestv but w'o also take into primary 
consideration the sufficiency of the security. 

The subscribers get loans from the fund for all sorts of laudable and 
legitimate purposes. Purchase of a house, of lands, of plough bulls or of 
seed paddy and celebration of marriages are some of llio most frequent 
reasons for raising loans. 


The criticisms so cheaply and generally made against iiidhis cannot be 
said of w'ell conducted institutions like ours. For instance, it is not correct 
to say that there is no effective check over the secretary and directors of the 
fund. The former is under the control and scrutiny of the directors and 
the actions of both are alw'ays subject to being sot right by the general 
body of members. This arrangement is similar to what exists in regular 
joint-stock concerns and except vague statements wdiieh cannot be substan- 
tiated, nothing else can be said against it. Again, from the fact that some 
nidhis have no reserve fund, a ffeneral charge is made against all nidhis. 
Our nidhi has got a reserve fund of over one and tbrcie-cjuarters lakhs of 
rupees. In spite of the fact that loans are advanced by us only on substan- 
tial security, provision is still made ovei’y vear fdr bad or doubtful debts. 
Every year, a qualified auditor is appointed by the general body ie examine 
the alfaira of the nidhi and the result is that as good a scrutiny is made of 
the nidhi’s affairs as is done in any joint stock comimny. 

Thus, the nidhis can compare favourably wdth most joint stock insti- 
tutions and they can as efficiently be governed by the Companies Act, 
provided they are exempted from the operation of the several sections 
mentioned above. The nidhis have come to stay and there is no meaning 
in talking about their sui^>ression at this stage. The diitv of the Govern- 
ment is to devise measures to place them beyond any criticism and it has 
been shown above, in pardonable detail, how the Companies Act con with 
suitable modifications end exemptions be made to govern these institutions. 
It is eam^tlt prayed that in the present banking enquiry, this controversy 
about their legal position may be set at rest and that they may he made to 
eoiitrihute to the economic welfare of the people ip future in as ahuudi^nt 
I m^ure w in the past. 
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ikrittm eridenoe of Sriman BXSWAlf ATH BAS Xahanyo^^;, 
B.A., BJUt M.L.Cm Berhampur, Ganjam Bistrkft. 


7 . — Agrlrultnral credit and credit facilities for small industries. ^ 

1. (a) The cultivator in iny district always depends on the vil^ae 
money-lender for advancing him either money or grain for his cultivl^ioil 
exnenses. The period of transplantation and sowing is so short atk^ 
sudden, owing to the uncertainties of the monsoon, that it is not possihtfe^ 
for the cultivator to go to distant places to borrow for his cultivatiOII 
ex'i^enses. 

(h) As a matter of course, no ordinary ryot is ever able to effect any 
permanent improvement to his holding owing to his poverty, however 
mucli^he is anxious to do so. In ryotwari tracts such improvements ar^ 
effected by the bigger and richer class of ryots. In some cases clever {leopl^ 
also avail themselves of the Land Improvements Loans Act to improve 
their holdings. In zamindari areas under the sharing s3’^stem none of 
tlieso is possible unless the zemindar himself improves (which ho never does^ 
either the holdings or the irrigation works which feed the holdings. If 
I'arely there is a well-to-do ryot, he has no inducement to do it as the 
zamindar takes away a full half of the gross produce and sometimes more. 
In addition to this, he has to pay half the cesses paj'able to Government. 
In ca.se where lands are commuted into money rents the fear of enhance- 
^ment of rent is still a re<l rag, as the set^tions relating to the registration 
of land improvements in the Estates Land Act arc cumbrous and the whims 
of the Revenue Officers uncertain. 

(c) No person except the village money-lender advances money ^ in 
cases of special needs during failure of crops and in famine years. During 
the last famine in 1918, I know of eases where the landholders realized 
their dues out of the money advanced hy Government as takavi loan. 
It is, therefore, idle to expec*t any zamindar to advance money to 
cultivators. Co-operative .societies are really useful to the jxitfadars in 
rvotwari tracts for the pa,vment of land revenue. It is a misfortune to 
the zamindari rvot. Co-operative activities in zamindari areas cannot 
exi.st without the zamindar as his rent is a first charge on the holding. 
Grant of money to these village societies by the ro-oj)erative bank depends 
upon the recommendation of the zamindar or his officials. Rack-renting 
is also due in some cases to indueeinents to secure loans from the banks 
for the village societies on easy terms. 

The rate of interest prevailing in the district for all loans below 
Rs. 1,000 is generally 15 to 18 per cent and in zamindari tracts 15 to 20 
per cent or sometimes more. The .securities given are lands and houses. 
In zamindari tracts no person takes security of the crops because of the 
zamindar and all the uncertainties of sharing attached to it. The Govern- 
ment finance agriculture by moans of loans under the Agriculturists Loans 
Act and the Land Impi'ovenients I>oans Act. These are generally confined 
to ryotwari tracts and do not benefit the zamindari ryot. The Imperial 
Bank does not finance agriculture. Its activities are concerned with the 
trade in agricultural produce. Co-operative banks finance agriculture as 
already statcKl above. Merchants and dealers generally do not finance agri- 
culture and, if the^y do so, they do it on condition of repayment in grain 
at the minimum price and intei'cst. Hence, ordinary agriculturists are 
loath to take such advances. The village money-lender is thus the only person 
who finances agriculture besides the co-operative societies. I think that 
about a croro of rupees may always be iiece.ssary to finance agriculture in 
my district. 

The defect in the present system lies in the fact that there is no co- 
ordination and' co-operation between the existing agencies. The rate of 
interest charged by the Imperial Bank is very high. Its calculation of 
compound interest in eveiy^ quarter sets a very had example for village money- 
lenders and provides them a justification for insistence of compound 
interest. Its term of short credit for six months is not at all useful to the 
agriculturist. If the co-operative societies take up the advancing of loans 
on the security of agricultural produce an4 land luortgages nnd advance 
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to Tillage creditors to a minimum limit on con<My<^ of fti J i| ^^an« i 
dtag to the ^ots on easy rate® of interest, the existfw StffieuHtea ijtf the 
.rural po^latmn will be mmimiiKKl. Such advances on the^Whurity of a|^cul- 
turai produce will afford inducement to the forming of pools and contribu* 
tuma« among agriculturists for joint effort in marketing produce and keeping 
such produce for profitable seasons. 

2 ^ * • • • 

3. In my district — Ganjam — there are practically no lands which pro- 
duee two wet crops. There is a difference in price between ryotwari and 
aamindari lands and the same difference is visible in aamindari areas 
between cash paying and sharing iaiuis. In any event the aamindari lands 
always fetch less than 25 per cent of the price of the ryotwari lands. The 
prioe paid in auction purchases is hardly an indication of the real value 
of the land. The price in auction .sales held in puisiuance of court decrees is 
highly approximate and depends upon the piescm^e of bidders which again 
depends upon duo notice. I, therefore, give an estimation of the price by 
private negotiation. Land yielding dry crops may lie available for Rs. 100 
lb Rs. 150 per acre. In aamindari areas whore there is sharing, even in dry 
arops, no land fetches more than Rs. 75 to Rs. 80 per acre. 

Light paddy lands or lands rainfed or with small irrigation works to 
feed fetch Rs. 200 to Rs. 250 per acre. Heavy paddy lands with small 
irrigation sources fetch Rs. .‘100 to Rs. 500, while in zamindari areas, duo 
very often to the non-repair of irrigation ^ w'orks, similar lands fetch 
Rs. 200 to Rs. 300. For lands with good irrigation sources, the price is 
Rs. 800 to Rs. 1,000. Such lands are rare in tlie zamindari tracts of my 
district and, consequently, I do not know of any zatnindari land except wet 
lands in Parlakimedi Estate fetching more than Rs. 500 to Rs. 000 
acre. 


4. There arc no other banks giving long-term credit in my district. 
The following are the legal impediments to mortgage of land and agricul- 
tural holdings-: — 

(i) In some of the zamindnris, lands are not surveyed. 

(ii) Even where they are sun’eyed, a record of rights has not l>oen 
prepared to give the creditor the nature and the extent of the interest of 
the borrower in the land. 

(in) The zamindar’s share in the produce is not known as it varies in 
different villages and zamindaris as also the illegal cesses collected by 
the zamindars. 

(iv) Above all, the rent and its arrears are a first t^harge on the hold- 
ing. Since the landholder under the Estates Land Act can wait for three 
years for his arrears, the creditor is often not able to know the amount of 
rent due'^and hence the credit of the ryot U> contract a loan is undervalued. 
Consequently, creditors not only advance small amounts hut also insist upon 
higher rates of interest. To obviate theso^ difficulties I would suggest the 

following course of action for all zamindari areas: — • 

(a) The Government should at least follow the Act and the rules, 
while sanctioning operations under the Estates Land Act ; and 

(h) to enforce survey and record of rights and fixation of cash rents 
under Chapter II of the said Act, as was done in Bengal soon after the 
Bengal Tenancy Act was passed. 

As regards the suggestions called for in question No. 4, the following 
are some of them which may he worth mentioning: — 

(a) The record of rights should he kept in the Sub-Registrar's Offices 

and brought up to date noting all the mortgages or charges contracted ; 

(5) the period for fore-closure in the Civil Procedure Code is too 

^ (c) after acting up to the suggestions stated above in (a) the cost of 
inspection and grant of public copies of the record of rights should be made 
cheaper. Those records should also be kept correct and accurate and up 
to date. 


6. Indebtedness of the peasantry is the order of the day. l^f®ren« to 
the Recistration Department does not give us even the approximat^nta, 
nor is it possihle to depend upon the estimation of tte In^e-tax ^oers. 
Vhidi are highly approximate and incomes below Rs. 2,000 are left on* 
of account. It is not, therefore, possible to get into tte .corrertness of the 
estimation of the actual indebtedness. Since the banks in rotnre ha^ to 
idtrance money on proper security, the mortgagw from registration mSca 
m credits of the Co^^rative Department and the agricultural loans^fwwt 
^'tho OoTomment will give an idea of the actual indebtedness having a charge 
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on tlie Iftfid. To speak one Tillafise called Dhunkapoda (within thoi 

Attagada Estate) where I have my farm, the indebtedness of the ryots to 
the extent known to me is about Rs. 16,000, i.e., a little less than twice 
the annual rental pavable to the aamindar. My approximate estimation 
of the peasants and their indelitedness in the Gan jam district under these 
heads may amount to Rs. 60,00,000. 

Regarding the purpose for which debts are incurred, items (a), (?>), (r), 
(d), (e) and (/) only are worth consideration. To my knowledge a small 
fraction of 1 per cent go in for loans from Government for improvements 
of holdings. In samindari areas this is totally absent. Contracting debts 
under items (g) and (A) are unknown in the district. For purposes men- 
tioned in (?;), (i.e,, social functions) the tendency now is to cut down the 
expenses and hardly do they resort to loans for these. Loans for purposes 
in (/) are of two kinds. Peasants who take to sugarcane, yam, betels, 

etc., generally contract loans for purchasing manures, w^hile borrow- 
ing for seeds is general. Debts contracted during famine and crop 
failures are the general causes of chronic indebtedness. This is more 
intense in zamindari areas where the ryots under a system of commuted 
money rent have to pay full rent both in 5 ’oars of crop failures and famine. 
Such debts are generally due from village money-lenders who take with 
compounded interest hut wait for long periods, t have already spoken of 
the interest charged by these money-lenders and have known of a number 
of old and industrious families turned into tenants at will as a result of 
old debts. This tendency is intense in ryotwari tracts. The zamindari 

lands under sharing system have little attraction for the creditor unless 
he himself is a cultivator. 

^ I /. — Indioenous Banking, 

1 & 2. The indigenous banks known in the district are the money- 

lenders. Their sole function is to lend money or grains or both. Very 
often these mone 3 ’-lenderH receive grains towards their interest or capital 
or both. They sto(!k such grain and .sell when it fetches a good price. In 
this way they finance agriculture and also help the local trade. 

5 A 6 are already answered in Part 1. 

7 A 8. The villagers have no prejudice against indigenous hankers 
except in stray oases. The village bankers are not sufficiently protected. 
If they were, they could he induced to Iu*ing down the rates of interest. 
To quote our own case, our rate of interest extends from 9 per cent to 
183 per cent. Our 9 per cent i.s lower than tlie iritcrest allowed by the 
Imperial Rank, with all its advantages of longer term and payment at con- 
venient times. It is also better than the village co-operative loan jawing to 
ite longer duration and collection in times of convenience. Tf the protec- 
tion afforded to the co-operative hanks is extended to the village money- 
lenders, they will he quite willing to finance agriculture at a cheaper rate 
of interest. 1, therefore, suggest that certain individual village money- 
lenders may, by themselves, be taken as co-operative societies as an experi- 
ment on condition of each advancing money at a specified rate of interest. 
This will be appreciated by the illiterate villagei*s who, in some cases, have 
to tip the office-bearers of the village societies to get a loan. 

9. After making allowances for collection, legal expenses both direct 
and indirect including tips, stamp expenses, difficulty of getting ]K>ssession 
of immovable property, whimsical estimate of the Income-tax Officers with 
the heavy rates of income-tax and the attendant troubles and dangei's, the 
net income of any village money-lender, on the whole, does not exceed the 
Imperial Bank rate. That is the reason why we lend money at 9 per cent 
where there is good security and ea.sy means of realization. The village 
money-lender is not able to meet all the demands. Even where he can, the 
inaeonrity and uncertainties attendant u)>on land, as he has^ already been 
alluded tO) make him enhance the rate of interest. 

11, The village bankers may conveniently be linked with the provincial 
capitals if each of them is regarded as a co-operative society as is indi- 
cated above with a limited amount of credit in proportion to his property. 
In such advances the main condition should be to lend money at a specific 
maximum rAte of interest. If this is accepted, nearly all big ryots will 
take up to this system of lending money. Competition among themselves 
may still bring down the rate of interest to a margin of profit less than 
what is now fespt for the village societies. They will also be saved from 
ruinous litigation expenses in realiaing their debts. 



Written eridenoe of M.E.By. H. S. KAMB8WAHA BAO Oaru, 
M.A.> Aesietant Agents PolaTaram. 


/. — AgricuUuml credit and credit facilities for small iaduttries. 


1. The agriculturists in this division obtain loans fiuin the shahukars 
(niouey-lendei-s) for cxi>eiises during cultivatiuii, for cutdtal and jiernia- 
nent improvements and for other s]>eeial neeus such as failure ot mon- 
soon, for payment of land I'cvenue, etc. The rate of interest varies 
from He. 1 to Us. 2-8-0 on Its. lUO per inedseiu. On large amounts and 
for small amounts in case of urgency the interest is sometimes levied at 
6 pies per rupe^ per week. The periods will generally be from three montha 
to three years in the case of large amounts. Generally, croim, cattle, lands 
and jewels according to the urgency and the stability of the borrower are 
given as swurity. In cases of necessity the bori*oAver also muke.s a j^resent 
of a COW' or a sbe-buffalo with a calf giving milk. In Polavaram and Cboda- 
varam divisions, no loans have l>eeii applieil for and grunted either under 
the AgriculturLst.s Loans Act or under the Land Improvement Loans Act 
under the special rules in this divrsion, as most of the hill-iwople resort to 
shahukars who have l>een lending them numey. In Yellavaram division a 
sum of Us. 5(K) was granted last year as loans under the Lund ImprovemeJit 
Loans Act. There are no branches of ihe Tmjjerial Bank of India, joint 
stock hanks and indigenous hunks and l>ankers. There iiro co-oi>erative 
societies in a few villages noted below and the hill-men take little interest ' 
in these societies; — 


Folavaram division • 

1. JanDareddigudem. 

2. Polavaram. 

3. Bayyunagudem. 

4. Kanoapuram. 

5. DippiikuyaUpiidu. 


Cbodavuram division 

1. Chodavarauu. 
yellHVaraiij division- 

1. Konalovn. 

2. ifaddangi. 

3. Kajavomuugi, 

4. Addutegula. 

5. TimmapurKUi. 


The co-operative smieties are not in a jirogressive state. There arc 
professional money-lenders, merchants and dealers in the Agency who 
advance money, grains, cloths and other necessaries to the hili-[>eopIe on 
payment of high rates of interest for cash and double the quantity udvanccHl 
in the case of grain and pulscji. As fur cloth.s and other necessaries they 
demand a large amount of Agency pisnluce such us tamarind, soopnuts, 
etc., in return. We may roughly estimate at Rs. 1,00,000 the capital 
required for tlie various purposes stated above. Though Government 
advanc'e loans under the Agriculturists Loans A< t with special facilities and 
by opening co-operative credit scK-ieties. it rerpiires a real effort to divert the 
hill-tribes from their old practice of horrowuig money from money-lenders. 
The hiU-tribes are highly comserviitive and unsophisticated. The only 
remedy that is left is to establish more societies ana to popiilariae them. 

2. A portion of the produce i.s generally taken by the money-lenders to 
the market and the rest by the cultivators. The pos-sihility of forming pools 
and of co-operative efforts generally in marketing produce will lie ot im- 
mense us© to the hill-peopio and save them from the clutches of the 
shahukars. Even here, a real effort is required. No hundi system is pre- 
valent in the Agency, 

3. The value of wet inam land on which single wet crop is raised 
varies from Rs. 400 to Rs. 8(K) per acre and of prayali from Rs, iXK) to 
Rs. oOO. In the case of dry inam and jirayuti lands the cost per acre 
varies from Rs. 15 to Bs. »f(M) i>er acre. The uIkivc transactions relate only 
to private negotiations. In the case of the lands sold, in Government 
villages for non-payment of revenue and in the event of sale by court de^ee 
the rate will generally be less than the rates ouoted above and also dox>ends 
upon the place where the land is situated and sold, and also on the combi* 
jmtion and competition of the bidders at the time of sale. 
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4. Ye», Act I of 1^17 (Land Transfer Acl) and the recent Gorem^ 
men Order on the subject restrict the hill-tribes from alienating their 
lands sale, mortgage or otherwise. There are no land mortgage banka 
or agricultural banks in this division. The money advanced from ^e 
co-operative societies can be recovered on favourable terms on Uie pro- 
duce by instalments. In the case of those other than hill-tribes, who are not 
governed by Act I of 1917, loans can bo granted by co-operative societies 
on the mortgage of their lands so that they may not be at the mercy of the 
money-lenders. 

5. This quires a detailed investigation. There are cases in Pola- 
varam division in which efficient farmers arc being turned into tenants 
and their landed property passed into the hands of creditors. Such cases 
are very few in Chodavaram and Yellavaram divisions. The introduction 
of Act I of 1917 is for safeguarding the interests of the hill-tril^es. 

6. There are five rice mills in Polavarom division. There are no indus- 
tries of any kind, in the other two divisions. In Polavaram division there 
may be scoj^ to improve cottage industry such as basket-making, bamboo- 
matting and the like. 


II. — Indigenous banking. 

The indigenous banking system is not prevalent in the Agency. 

Ill, — Investment habit and attraction of capital. 

The existing banking resources are the co-operative societies. The 
people are habituated to invest their savings in the purchase of silver and 
gold for making jewellery. In cases, where they can afford to make large 
savings, they generally invest in the purchase of lands. 

2. Cash certificates are not pojjular in this division. The Savings bank 
affords all possible facilities to the civilized population who resort to 
such a form of investment. The hill-men generally spend a\vay their money 
in drinking and spend large amounts in performing marriages and death 
coreTuonies. It is desirable to use vernaeular scripts in banking. The status 
of the hill-men can be improved by establishing a greater number of schools 
and giving them free education by oi)ening agiieultural farms and by 
encouraging cottage industries. 
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Writt«n evidence of M.RJEly. T. K. KAXJDOS8 Avergel, BJL, B.L., 
AdTooate, South Rampart, Taujore* 


I, — Agricultural credit and credit facilitits for small indusiries. 


1. India k a laud of agruuliui'o. In the Madras Presidency the chief 
occupation of the peo|>lo is agriculture. About 90 cent of the people 
are agriculturists. With reference to the Tanjoj*o district, famous lor its 
fertility from olden days and known by the appellation of “ The gartlen of 
Bouthern India/* the jHJople are wholly dei>endent on agriculture which is 
their chief and primary occupation. 

The agriculturists are divided into three classes; (1) The higher or rich 
mirasdars and earnindui's; (2) the middle classes; and (3) the lower class 
of farmei*s. The first class t)f people own vast lands which they almost 
lease out to the second and third classes, for a fixed yield for a certain 
iiuiulKjr of years. Soiuetintes the samindai's have no direct interest in the 
land hut they get a ciutain share in the produce, i.e., they come under 
the cuiegoi v of estates wheix^iii the kudivaram right belongs to the middle 
class anU the mrivaram right alone is retained by tl\e Kaniindur for which 
he gets a fixed iiaymcnt, something like the Government cess, llich miras- 
dars engage the farmers to work in their lands for fixed monthly wages 
and thus have a direct interest in agricultiiro. 

The middle class ol jHH)j)le own a few acres of luntl and they cultivate them 
by their own labour and hoiuetimes with the assistance of the farmers* In 
addition to this, they cultivate the lands of the richer people on lease* 

The lowest class of tanneis have practically no lands to cull tJioir OM'ii, 
but they engage themselves to work under the uIk>vo two classes of agricul- 
turists either, for fixed monthly wages or for daily wages. They also culti- 
vate lands under lease and also under ♦(//</ at tenure. 


Thus, the ugricultunsts fall into three heads. Now to cultivate the 
lands and to improve them money is needed, it is very rare that the first 
class borrow money as they themselves are lich and may have restuves. If 
at all they borrow, they borrow from the banka on security or pledge and 
also from their rich and thrifty uoighhours on. security, pledge or promis- 
sory notes. But this is very rare. 


It is the middle class who suffer most from financial difficulty. They 
borrow from their overlords of the first class, on promissory notes which 
they repay from the produce by equal instalments. Jhey also obtain 
money from co-operative societies on security of lands and persons and 
also from private money-lenders on a high rate of interest which is calcu- 
lated according to the urgency of the borrower and also the general 
finance of the village at that time, the interest ranging from 9 per cent 
to 18 per cent or even 24 per cent. 

The lowest class generally have no difficulty at all with regard to finance. 
It IS the mirasdars, under whom they work, who spend the money for 
cultivation; and, if they happen to borrow money, they borrow it only from 
their overlords on promissory notes and thus cultivate the lands of their 
masters. They borrow money lor buying bullocks and seeds, which they 
repay by inst^ments m produce. They also borrow for marriage, death 
etc., for which they pledge themselves ^ work under the lender for daily 
wages tnl the time of repayment which is done in annual instalments with- 
out any mterest for the sum borrowed. Generally, this class is not affected 
by monetary difficulties. 


As regards the capital and permanent improvements, money is raised 
private money-lenders and to some extent iiidi- 
Sk^y^ivel^; prominent part under this head as 

mark^ rate agrl^ltnrists at a cheaper rate of interest than the 

to this method * ^ tjent. Generally, the first two classes of people lesort 


(c).the co-oi^rative societies give a helping hand to 
This M ® shortterm loans on security of land or person. 

49 ttvauea or by many agriculturists. 
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To my knowledge the rate of interest varies in proportion to the amotmt 
of loan taken and also to the period of loan taken. Much depends upon 
the security furnished for the loan. For example, if A, a rich j>erson with 
no previous loan to his credit, liorrows from B, a neighbour, Us. 1,000 
and above, on landed security for seven years or so, the interest charged 
is 7 per cent per annum. On the other hand, if the same person borrows 
on a promissory note, the interest charged is 9 per cent. If the loan is for 
a short term than the interest is 10 per cent. If the loan taken is Rs. 100 
then the interest is 12 per cent. Moreover, if a middle class man borrows, 
then the interest charged is 1 per cent higher than the above rates. The 
above case applies only to private people who want to invest their savings 
on good security. Generali}', for the landed security the interest charged 
is from 7 per cent to 9 per cent, whereas for pro-notes, the rate is from 
9 per cent to 18 jMjr cent (even 24 per c*ont) in propoi-tion to the demand 
in the market, the ]>oriod and the amount of loan. 

Generally, the pledging of standing crops for loans is not in rogue in 
this district, except in a few cases where private banks give advances on 
such security. Even tliere, the crops are gathered and stored in godowns 
and then only the bank grants loans on the security. There are provi- 
sions in the Co-operative Department to give loans on such a security but 
this is rarely follow^ed. 

Loans arc also given to j>er.soiis who execute to the lenders an of hi 
deed for a period of time until the loan is redeemed. In this case the 
land is transferred ternporju ily to the lender for a fixed i>eriod of time to 
be enjoyed by him in lieu of the interest un tHe debt taken, after which 
it should be redeemed at par. In some cases lands are transferred to the 
lender for a fixed jieriod to be enjoyed by him both for interest and 
principal. 

In some parts, money is lent to fanners on personal security, i.e., the 
farmer should work for the lender who will f»e generally a landholder, till 
the period of redemption w'ithout interest. 

Loans are also advanced on movable proi>erties, such as houses, jewels, 
etc. 

Generally, bank.s and co-operative .societies grant loans on personal 
security and also on the fixed deposits invested there. 

The general tendency of the people of this district is to keep secret 
whatever transactions they do. In these parts the people who require loans 
never do things openly, i.e., they negotiate loans in camera. That is the 
chief reason for the increasing number of insolvency cases. They borrow 
secretly fix>ui one i^erson a large amount on landed security and then raise 
loans on promissory notes from another person and thus go on multiplying 
, the list of debts to such an extent that they find it difficult to repay and 
thus become insolvents. Tliese are chiefly due to the secret negotiations of 
loans and the losers are chiefly the private money-lenders. They havp not 
yet got into the habit of obtaining loans from Government or co-operative 
banks, as many of them dread publicity. 

Moreover, the income from agricultui^ is gradually tending to decrease. 
The income is from 3 to 6 per c*cnt at the most, whereas the interest for 
loans ranges from 7 per cent to 24 per cent. This is the rate that prevails 
during good season wnen there is no failure of monsoon and vis major. On 
the other hand, if agriculture is conducted on modern methods, the income 
is 60 per cent higher than can be derived by the ordinary method. 
Even then, there is no i>ossibility of making l>oth ends meet. The 
result is that the interest and the loan gradually assume a big proportion 
and agriculturists has no other way of divseharging the loans save by 
selling the lands. This is the plight of many agriculturists in this district. 

Though the Government sanction loans at 6 per cent interest for agri- 
culture, yet the ryots never take full advantage of it for the following 
reason^ : — 

(1) The ryots are by nature apt to raise loans in secret rather than 
raise them openly. 



(9^ Thon^ tlie interest is low when oompered with other organ isetions^ 
the loan is not avaiiable at once. 

(3) The annual ooHection of the loan is not properly safegnarded, e.g., 
siippoae the Joan is collected during the kist season^ January, February 
awd March; then it is iuconvenieiii to the agriculturists, as the harvest is 
done only in the end of February and a« the paddy will not fetch a high 
price to the advantage of the agriculturist. Therefore, the annual payment 
should he fixed to the iwlvantage of the ryot giving full aljoa'anee for vU 
nmjor and the mirasdar’s capability to repay by deducting his exiienses and 
calculating U|K>n his net profit. So much so‘ in many eases to my knowledge, 
the debtor fearing for the Governnient, raises loan on a high rate of interest 
and thus repay the loan to the Government. Thus the very object of the 
Government is frustrated. 

(4) The Government should encourage the agriculturists by propaganda 
work through their officials to avail themselves of the loan and also should 
be indulgent. 

Few agriculturists avail themselves of loans from the Imperial Bank 
of India ahere the rate of interest for loans is 9 per cimt which is high. 
On the other hand, the Imperial Bank offers loans to co-operative hanks on 
low interest, i.e. . about 6 |>er <s*nt a'hich the latter offers to the co-operative 
swieties a’ho disburse the loan to its memliers at 8 U> 10 per t'ent. 

With regard to joint stock companii^s and co-operative hanks, the latter 
have l>egun to play an important part in agricultural financ'o. 

Defert ». — Some defects have Ihhju pointed out in the almve answei's. 

i:^Hggentions . — Loans should l)e given freely by the Government at 6 per 
cent to the needy agriculinrists and they should co-o})erate with the 
co-operative cre<lit smieties in the rural parts to help the ryots. The 
redemption should Ik* on easy U*nns to the advantage of the ryot. The 
ryots .should l)e tHlucatcMl by the revenue officials and village officials almut 
the advantag<*ouN use <if the loan (which i.s the sole reason for the ryots to 
k€»ep aloof from the Government loan). The co-operative credit societies 
should Ik* given the discretion to <s>llect the loans issued by them to the 
advantage of the ryot and not to the dictates of the central hank. The 
interest .should he low so that pcK>pIe may take* loans in the society. 

A.S the major incsuue comes from land revenue, the Government should 
have an eye on the property of the lyots. They should help the ryot/S 
with all they could by lowering the rate <»f interest on loans advaiu^ed for 
agricultural purposes. 

The defect in the working of the almve hanks to (he relief of the agri- 
culturists is that the period is too short to rejiay the loan. Secondly, the 
interest is high. It should Im uniform with Government loan at 6 per cent. 
It should l>e recovered both from the ryots as w(*ll as the s<K*ioti€?H during 
the pet iod when paddy sells at a high rate so that the ryot c*oukl pay easily. 
Thdugh this is one of the cliief maxims of co-o^wration, yet it is not given 
effec't to in practice. 

The indigenous hanks play a little part in agricultural finance. They 
give loans on the prodiKO nmrket€*d and their interest is high (now 9 per 
cent and four years hack 17 per cent). 

Professional money-lenders play an important part. The transacjtions 
are done secretly and they have no scruples to squecase out a heavy interest 
from the debtor. Like the sowcai’s of North India, the Nagarathars play 
an important part in these parts. They lend on high interest (from 12 to 
24 per cent) and take out advance interest on the loans given. Generally, 
the middle class p^ple and the lower class people never go in for loans at 
their hands, especially for agricultural purposes. 

Merchants and dealers have no direc‘t interest in agriculture exc^t the 
marketing of the produce Nowadavs, a good deal of propaganda is going 
on among firms dealing with fertilisers and there are propagandists, in 
different districts, who advise the use of chemical fertilisers. The Agricul- 
tural Department is helping them to spread the use of fertilisers. It is a 
fact that a large number of people have begun to use chemical fertilisers. 

2. As soon SR the harvest is over, the agriculturist stores up the crops so 
that he can .sell it at a high price. Except under extrabrdinary cireum* 
stances such as marriages and financial stringency the crops are not aedd 
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Written evidence of the Secretary, the Tinnevelly District 
Co-operative Banking Union Idmited, Tinnevelly. 


— Agriciiltaral crulit and credit facilities for small industrieji* 

1. (a) The agriculturiht in our district obtains finance from the land* 
holder for expenses during cultivation. 

{{)) (Capital and pcnuauont improvements are seldom made, since they 
are considered to lx* not j)aying. Tlie tnlcnvi loans are not properly 
utilised. Men who attempt to improve the land with borrowed capital don’t 
thrive as a rule. The horrowing results in many of them disposing of tlieir 
lands. The landholder is seldom the cultivator in the wet area. 

(c) For oth(*r special needs the agriculturist borrows money partly from 
the landholder in village parts and partly from the sowcar at an appallingly 
high rate of inteixst. 

The cultivating tenants and the poor tradesmen of the locality often 
borrow money at a rate ranging Irom to 48 per cent. The period for 
which the loans are taken is gt'neially irom .‘1 to 0 months. A personal 
security is often obtained besides the security (»l the standing crop. 1'hc 
Government disburses /n An loans to the agriculturist; hut what is given 
is only a small fraction of what is needed in the district. The only satis- 
factory feature about it is that the collection of ilie same is regular, but it 
is to be very much regretted that it is never out ol the income derived 
from the land. 'I'hc Impoiial ihiiik of India and otiuu- joint stock ImnkK 
help the agriculturist only by advancing money on the pledge of agricultural 
produce. 

liegardihg the co-operative banks . — The borrowers themselves being the 
masters of the jiurse, the banks .‘‘eem at present a success. But year aitei* 
year there is a steady iu crease in the overdiies and it is time that ways and 
means are Imind out to reduce* I he overdut's. The poor agricultur ist 
without proper education finds hhiiself handicapped as he is confronted with 
difficulties such as failure of monsoon rains, low price for his commodities 
and such other udv<*rsc circunistamcs whi<*fi render his lot a ^’c^y difficult 
one. As it is, the poor agriculturist sulFers Iroiii one cause or another which 
makes his lot a \ery difficult one. -No year can lx* said to he lavour- 
uble from purely an agriculturist’s point ol view. Every villager needs a 
certain amount ol money while raising a crop and an equal sum till the 
sale ol tJic* produce. To market the i>ioduce luofitably the village needs a 
godowii for stocking the same. This tlie co-operative institutions cannot 
afford to have at jirosent. 'riicrcfore the Government will have to coint* 
forward and build at least one godown in each Revenue Inspector’s firka. 
The same may ho given lor the use ol the eo-opeiative institutions. 

I’lie Government should release a portion oi their rObOiwo for making 
advances lor the agriculturist througli the co-oi)crative institutions as in 
the United States ol America. 

To prevent fraud, the loan advanced on standing croj) should he made 
the first charge on tlie same and the law slundd be amended accord iup.ly. 

2. The formation of pools in marketing produce is aii absolute necessity 
tor the welfare of the fanner. To pool the produce in marketing will prove 
successful; hut human material is wanting owing to w*ant of tecnnical 
education. 

d. The value ol double crop wet land langes Irom Rs. 1,5(K) to Rs. 4,500 

per acre. 

Dry land : — 

'(«) Lunds .seldom come for auction for non- payment ol land revenue. 

(b) & (c) Much difference is not noticed between Government auoti|||^ 

and private negotiation. ^ \ 

4. There is no legal iuii>ediment. ft is in the interest of co-oper|ftiva ' 
institutions that ixtfta should he issued every year. For usufi^tiwn^ 
mortgages changes of ^jutfa are nec'essary and ordinary mortgages 
nottxl in the jHitta. -4^'* ils-f 

(c) Regarding the working capital of land moidgage banks, ir© ^ 
III favour of debentui*e bonds, adequate provision ol long term 

against sound security. 



The law should be so modified that no land mortgaged to a land mortgan'e 
bank should he partitioned among the inheritors until tho mortgage is 
i-edeemed. There must be an enactment in the absence of the parties* 
common consent. 

5. At least in each Revenue Inspector's Firka, besides the granary 
mentioned in puragrujih snpra> an allied ituUistry to the produce should l>e 
started, e.g., ginning factory in the cotton area, rice huller in the wet area» 
oil press in the gingelly area. The plant, etc., should l>e owned by tho 
UoveruMKjnt and the depreciation charges, running expenses, etc., should bo 
c*olIected from the tenants. 


// . — In lii (fcn o uif hanh ing . 

1. The deposit bariks form the majority of the banks in our district. 

Some of them do hundi business also. Tho private banking is conducted by 
Chetiis and accountants who have put in a few years’ service witli the 
Clicttis. Joint stock banks are few. ^ 

2. These banks scarcely help the agriculturists. Indirstry is absent. For 
trade purposes money is lent l»y them at a high rate of interest. 

J. (a) 111 our district the capital is mostly raised bj" deposits. The 
average capital owned by each bank is about Rs. 1,00,000. Every widow is 
a banker who lends a few liundreds on the pledge of her i)(X)r sisters* 
utensils and jewels. 

(r) The expenses amount to le.ss tlian a hundred a month. 

Uf) There is no co-operation in this distric*t among the bankers. Most 
of tho indigenous banks look to the Imperial Bank for an overdraft. 

•1. Cash credits are allowed by indigenous bunkers only to Joc'al nierehunts. 
Security bonds are often secairod for the same. Non-traders raise loans on 
security bonds and mortgage deeds. 

The bankers generally dcfiend upon chain^e deposits or overdrafts in order 
to meet tbeir obligutions. 

The present rate of inteiest for enrrent deposits is from 3 to 41 i)er cent 
and that foj- Hxed dejiosits is 0,] iier cent. 

5. The agriculturist has to pay 12 to 18 per cent by way of interest to 
the banker. 

Real remedy for tlie reduction of tlie bigb rate of interest lies in real 
mass education. Co-operative .societies nuist come itirward to supply the 
farmers with .seeds and manures and they mast have also imj)roved agri- 
cultural implements to be hired by the agriculturist. 

At this stage it is to be feared that u reduction in tJie rate of interest 
on sums lent to the poor ryots of tho villages will lead to a nearer and 
surer ruin. All improvements must emanate from true mas.s education and 
rural reconstruction. 

6. I'here is no prejudice against the indigenous banker. He is respected 
in almost every village. 1’lie absence of such a banker is sorely felt and he 
is eagerly soiiglit foi*. 

Legal jirotection to a banker is necessarj , wliicli, if given, perhaps will 
lead to the leduetion of the rate of interest. Money advanced on the 
standing crop .should )>e made the urst charge on the same. The document 
executed in the presence of the villago officer must l>e considered sufficient. 
Ev^ery man wlio deals in transactions of this kind must maintain regular 
accounts, however small his transactions may l>e. Every transaction should 
be noted therein, in the absence of wliicli tliere is no protection for tlic 
poor. 
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Written evidence of M.R.Ry., U. RAMA PAMIKKAR Avargal, 
the Managing Director, Thoyakkavu Bank. I<imited, 
Thoyakkavn Branch P.O., Choirghat, South Malabar. 


1. — Atjt iculf und vK'dit ami rmlit fifties for sotall ifidust/ ics. 

1. (a) By borrowing from luoncy-lcmlers. 

(h) Do. 

(r) Do. 

The of interest about tfO per cent. 

Only few loans from (Government, Jniperial Bank of Jiidia, the joint- 
sto<*k banks, but more from indigtuious banks and j)rof'e.s.sionul inoiiey- 
leiidors. 

More than 50 Jaklis of rupees. 

There are no systeinaUe j ules in money dealings. 

There is no co-ordination — some sort of co-ordination is necessary. 

2. In inark<*f-ing prin<*ipal crops theie is no nudliod. 

(Jo-operative effoit in ma ike ting is good. 

The liuiidis are luit discounted in local centre*^. 

ii. (u) Low value. 

{h) High. 

(f) Higher. 

4. There are no land mortgage banks or agricultural banks in this district. 
Eucli and every landholdej* will take shares. 

(a) I'itle-deeds ol the iirojiertic^s. 

(Government guarantee is necessary. 

5. From Sub-Hegistrar’s offico. baidvs, co-opeiaii\c credit societies and 
money-lenders. 

The delit is hugely to money-lendeis. 

The more debts come under the heads, (a), ib), {(), (d), (e). 

To indigenous bankers and professional money-lenders. 

Twenty-four per ctmt componnd interest. 

Yes. 

Yes. 

C. J\d^ance mone\ on low late of intejcst. Then these industries will 
have good effect. 

Through the Co-operative de]>urtment. 

7, Between co-oj)erative banks, joint stock banks and indigenous banks, 
there are no relations. 

The members ol the co-opei ati\ e credit societies) v ant more long-term 
loans. But the scK-ieties will not give such loans because they get loan for a 
short period from co-ojierative banks. 

1'here is competition between c-o-operat ive and joint stock banks in the 
direction of interest. 


//.— J nd tyenous bunlihij. 

1. They lend 11101103 ^011 quarterh’ payments, monthh’ pa5ments, weekly 
aud daily pa3ments. 

They take a certain uinount as commission. 

2. Npt to a very great extent. 

3 . (a) By shares and /curies (chit fund). 

(c) Not much. 

(d) No relation. 

6 . This interest is very high. 

By reduction of interest the agricultural community will be benefited. 

7 . Yes. 

Not on sound lines. 


‘v* 
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Written evidence of M.R.R3r. CHSLIaAElAlf KAHUVAIT Avargal* 
Member, Dietriet Board, Calicut. 


7 . — AgricMltHral credit and credit facilities for small industries. 

1. Finance . — Tn parts of the tlistriet removed from towns whore any one 
should look for fhe real condition of the cultivator, he obtains finance as 
follows : — 

(o) For the purpose of answorinp this ouestion, the cultivators may 
1)0 divided into three classes, the rich, the inedimue and the small. The first 
is able to re.serve the sale-nroceeds of his prodiu'o and spend d urine; seasons 
of cultivation. The second reserves the produce itself and pays the coolie 
in kind, or sells a part of it or borrows froip his rich neighbours, if there 
are any or pawns jewels in one of the urban banks and ])avH the coolie in 
coins. Tn few cases onlv these jewels are redeemed. The third class., viz., 
the pettv landholder and cultivator is in a neglected and helpless condi- 
tion. He does all the work himself with the help of won^en and childi*en 
of his family. For paddv cultivation the seed is Ixnrowed bv them at a 
very hierh rate of interest pavable in kind from cither the mediocre or the 
rifh cnltivat-or. Co-onerative hank^^ are in n small nieasure helping all classes 
of cultivators, but for w’ant of character both in the managers of these 
>>anks and in the members that take loans, the relief has not been npprecinblj' 
felt. 

(h) Onlv those who can find monev f?*oin other sources liK(' trade, 
nublie service, contra<‘t, etc., ever think of improving their land. For 
instance, in n joint family, if n brother is a trader or a contractor or 
an inspcf'tor of excise or police and is able to send some monev to others 
who slay in tlie family house carrying on cultivation, land is improved. Small 
holders seldom tliink of anv improvement in w'hi<*h an investment is neces- 
sary. Want of security in the possession of land is also a serious deterrent. 
Here again, in a few instances, money is borrowed from urban or co-opera- 
tive hanks and invested on improving land. 

(c) Failure of monsoon is met bv borrowing from others and bv starving. 
TTnt in my district this trouble is noi. verv serious. For land revenue, 
renewal, etc., great difficult v is felt in finding finance and the resonroes 
already described are resorted 

The result of all these has lieen that for some years now tlm condition 
of the agriculturist has beon getting worse. In North Malabar, whore tho 
price of pepper has steadily increased, it is not so had as in the south. 

Ttafc of interest. — 1. When paddy is borrowed and, as usual, is payable 
in kind, tho^ rate is 20 per cent compound and even more. 

2. When money is borrowed from private persons the rate ranges lietween 
12 per cent and 30 per (‘ont. 

3. Tn hanks the rate is n.snallv 12 per rent though by trreks of ealcn- 
Intion it is sometimes raised to 32.i per cent. In co-ojierativo banks tho 
rate is about 11 per cent. 

Part placed hy hnnVs. — T. Wherever properly managed, co-o])erativo hanks 
afford a little relief to all sorts of eultivat^irs. 

2. Tn the ease of agricultural finance by Government, there has T>een 
onlv very few eases in which help was sought and received. This is due 
to the co-operation of two powerful factors, namely, fl) the ignorance of the . 
cultivator and (2^ the diffmlty of correspondence, combined with the indiffer- 
ence and even arrogance ..nd covetousness of the officers nnd^ clerks in 
charge, Tf any step taken by the Government is to he useful, side by side 
with it the people should be educated along certain lines. 

2. Marketing cropm , — Principal crops are sold in all instances to middle- 
men, who either before the crops are rine (sometimes a year before as in 
the ease of pepper and paddy in certain villages of North 
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or jugt when they arc ripe offer the value to the cultivator, Cultiv^^^ 
^Ikre entirely controlled hy the wishes of these middlemen, who form several 
Unkft )>etween the cultivator and tho exportei-s. The cultivator has no 
at all of the c‘ondition of foreign trade or w’orld-market. 

Co-operative effort will do good, if it establishes a direct relation between 
the producer and the manufacturer and make the money of the world- 
market flow into the hands of the cultivator without much evaporation, 
r w'ould once again point to the chara<*ter of tho people which has to bo 
improved by various modes of education. 

.‘i. Valup of in /id. — The value in purchase by private negotiation in 
Malabar is as follows : — 

Per acre. 


R8. 

Paddy fields 60(»— 1.000 

Ooooanut gardens . . , . . . . . . . • • . . 1,000 — 1,500 

Pepper gardens .. .. .. .. .. .. No fixed price can be 

given ; it depends 
on the current 
price of pepper. 

Waste land 50—200 

When land is sold in auction under a court-dewee, the value is much 
reduced, sometimes even by 50 per cent. 

5. ('o7i version of landholders info fenants voider moneydendei s . — Tho 
agricultural classes are gradually running into delit in all parts ot Malabar 
and one pITenomenon that may be observed is the /-onvorsion of respectable 
landholders into tenants under money-lenders and traders wlio by train- 
ing and inclination have no interest at all in the land which they have got 
all too cheap and this partly accounts for tho giadual depression of 
agriculture in Malabar. 

6. Snhsidian/ industry , — There is no snbsidiarv indnsiry worth naming 
taken up hy the cultivator. Even gardening, which some years ago gave 
the cuHivator and his family plenty to eat, is on tho wane. This is due 
to the tendency of the people to attend to only those things which w'ill liring 
them more money that may enable them to educate their children in costly 
English schools or to buy clothes and other necessities which will keep 
them up above tho level of commonness, and in this mad rush, tho question 
of eating is nearly forgotten. Dairy fanning, though not in any organized 
form, is not unknowm to Malabar. Mainly owing to want of pasture, this 
has gone down to a deplorable extent. # 

Making mats and baskets, carpentry, metal work, spinning, weaving and 
fibre work in general arc all suitable home industries which tho cultivators 
in my district could take up. 

As to improving the condition of the cultivator, T am inclined to ask 
w'hy not any sincere attempt succeed? Much depends on village organiza- 
tions under loss selfish men who take a live interest in the villagers and 

could help them with information and advice. No use at all of the foolish 

rich mail or tho foolish officer! Co-operative societies could help. But 
their working should ho pervaded hy a spirit which is not very common 
in these days. The question then is — who will supply the spirit? The 

Government should undertake it. If this is solved, most of the village 
problems are solved. Oo-operativo societies could also provide tho cultivatoi* 
with the necessary finance. 

77 . — Indigenous Banking. 

To make banking really useful to the innumerable cultivators of the 
distri^, co-operative hanks wuth larger capitals should be organized in 

- all villages or at least in ceiiiain centres. Cultivators are everywhere 
indebted to money-lenders to an extent which is impossible to find out 
nniess a regular survey of it is done. Unless hanks are prepared to lend 
money (sums ranging from Rs. 100 to Rs. 5,000) to cultivators on 
security of their land on moderate rates for long terms, no perceptaWe 
relief could ho felt, especially by tlie middle class cultivator. ^ Along 
it, methods should also he devised for the regular collecfion of interest from 
the cultivator and for enabling him to slowly redeem his land from debt. 
This is a big problem even for the Government, 





is Also another point to be conHidei'od. If money is borrowed 
for permanent iuiprovemeitt of a land and invested on it» it happens that 
no return can be ex[>ected from the land for five or six yeai*s. (Please thin " 
of cocoanut gat^eus ami pepper gardens.] In such instances the eiiltivnt 
may not fiml it poshible even to pay the iiiteit^t dnriiiif tlie first t'C 
years. 


These staUMnents have Ikh‘ii made w lih tlie lamlhuicler and the 
cultivator in the mind, ft is found that any attempt to improve their 
condition reaches them only very slowly or does not reach them at all. 
Unless any pixipagatida sprea<ls itself and gets a strong hold on the people 
at large, its benefits cannot stand for any respeetahlc length of tiirm. 
Even in this nea^ endeavour this may )>e thought of. Tlie evil or the 
disease which has affected the cultivator is deep-seated and very syinpatlie^ic 
doetora or nui*ses only can help him. I wish the Government every Biux^ess 
in this, their new endeavour. 


27 
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iifcWritten eridenoe of K.B.R7* S. GOPALASfl^AHI ATFAWdAB 
Avargal, Municipal Couneillor, Vdamalpet. 


I. — AorieMuml tredit and credit faeilitiee for small industries. 

1. (a) Agriculturists obtain finance by l>orrowing money from 
Nattukottai Chettis’ banks, other hanks, from professional money-lenders 
and from landlords. 

(h) By getting loans from Government under the Agriculturists Loans 
Act and under special well loan rules and also from Nattukottai Chettis. 

(c) Do. do. 

The rates of interest charged are from 12 to 24 per (*ent per annum. 

The period for which loans are taken ranges from six months to one 
year. 

The nature of the secirrity given is by executing promi.ssory notes, 
mortgage deeds and by depositing goods, etc. 

The Government plays a part in agricultural finance by lending money 
to agriculturists for deepening wells and for permanent improvements 
under special well loan rules and for the purchase of (*attle, feeder, etc., 
under the Agriculturists Loans Act. 

There is no lni|>erin! Bank in Udainalpet taluk. 

There is one joint stock company, viz., Udamalpet Nidhi, Limited, 
which grants loans on the mortgage of jewels and on deposits. 

There are co-operative unlimited credit societies in some villages of 
this taluk wdiich grant loans to agriculturists. 

There is one co-operative urban bank, limited, in lanha Udamalpet 
which grants loans to mercantile business and to agiiculturists. 

Bankers, professional# money-lenders, merdiants and dealers do assist 
with finance very few agriculturists only and not all. 

An estimate of Rs. 50 lakhs w ill he required for the above purposes to tin's 
taluk. 

There is a great delay in getting loans from Government. 
Nattukottai Chettis and i>4’ofessional money-lenders demand a liigb rate 
of interest. 

I suggest that by opening a hank hy Government on sound basis and 
by lending out money at cheap interest and with safeguards, there is 
scope for much improvement if luisiness is transacted on legular lines. 

There is co-ordination among the various credit agencies not for the 
betterment of the delrlors but for the detriment of them. 

2. Crops are taken to the commission agents for sale hy village brokers 
and other petty dealers. Very few^ ryots do take them to the local markets 
at Udamalpet, Pollachi, Tiruppur and other places. 

There is one cKi-operative trading society at Udamalpet, a branch of 
Tirupur trading society, recently started which does its business success- 
fully in marketing the produce from the ryots. 

When the goods are brought dowm to the godowns, 70 to 80 per cent 
of the market value of the goods is being advanced. The co-operative 
trading society, merchants and dealers take the part of disposing of gootls, 
whereas the bankei's do not deal in selling the goods. 

Thfere are no such hanks to honour hundis and to exchange bills. 
Hundis discounted at Coimbatore, Pollachi and other places. 

Hundis are honoured by Bombay merchants who come here during the 
jaggery season. 

Negotiable instruments, such as promissory notes, bills of exchange, 
cheques and hundis do play a great part in the internal trade of the 
province. 
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, , There are two kinds of huudis, rim,, ahajoffi and fokmi^ Here ahujogi 

in use; jokmi in Boniliuy. Shajogi is very cHiiumon here. 

3. (a) Wet lauds under tank irrigation are valued at Its. 300 to 
Bs, 2,000 per acre. 

Under channel irrigation, the j>rico ranges from Its. 1,000 to Hs. 3,000 
per aero. 

In black cotton soil the price ranges from Its. 500 to Its. 1,000 lK*r uci'o. 

In red soil land it ranges from Its. 100 to Its. 500 por acre. 

(b) Do. do. 

(r) Considerably more than almve. 

4. There are no land mortgage hunks in this taluk. Other hunks conduct 
the lending of innnoy by mortgaging the land.s for a long-term credit at a 
higher rate of interest. Bankers raise capital from sliare-holderK. 

Jn iny opinion, if Government land mortage hanks are opened hero, 
it will work successfully to the advantage of the ryots. 

5. An iv^tiinuU) of Its. .10 lakhs will he re<|uireil lor this taluk. 

Peoi)le generally incur <lebts for all puriM)ses enuinerateil from (<i) U) (/»). 

The debt is largely due to Nattukottai Chettis, proiessioual money- 
lenders and landlords. 

The rates of in 101*081 are charge<l from 12 to 'K) per (•ent per annum. 
J’Jie dcl)tors are charge<l coin|)()uml interest every ten months. 

There are a large nuiuber of people wluj are efficieui farmers and who 
arc turned into tenants for a period through the process of the enforcement 
of old debts. If thU proc-oss coniiiuies, it will take away from the actual 
cultivator the incentive to produce more and in an efficient and better 
manner. 

(3. There are .small industries, such us. rice mills and cotton gins 
here. There are two niilKs which have eotton-gi lining and rice-milling. 

By lending money at cheap intere.st, hand-spinning, weaving, etc., 
industries may be enconrageil. 

Agriculturists derive no good from bankers, etc., who are selfish and 
who want to enrich ihemselves ut the sacrifice of the poor ryots. 

7. The co-operative Imnks generally advance loans to villagers through 
their affiliated societies, whereas the Imperial Bank tloes not do sf). 

C’o-operative .societies do not advance loans to farmers lor a longer 
period. They do advance only for u shorter period which cannot improve 
their status. I suggest that <o-operativc societies may l>e uskcnl to advance 
loans to farmers lor a longer period so that they may utilize this uniount 
and thus be freo<l of their diffkulties, 

II luiliycmtuH IkinUing. 

1. IncUgenou.s banks do advance money to agriculturists to the said 
purposes and also io other purposes, piwiderl the agriculturists are solvent 
and are regular in i»aying interest at regular intervals anil provided tliey 
are pioini>t in payment. 

2. Indigenous bankers do assist the agriculturists, traders, etc., with 
iitiauce with half of what their property is wortli. 

3. Shajogi hundi is u.sed here. It is very common. Johmi is used in 
Bombay. 

Other credit instruments used by the indigenous bankers are promissory 
notes, Imnds. mortgage deeds with possession or without possession of 
properties, etc. 

5. Indigenous baiikei-s grant loans on promissory notes, l>onds and mort- 
gage deeds with or without possession, etc. 

Co-oijerative hank.s do jdvo loans on personal siHurity and on th« 
seemrity of dejiosits. 

Joint stock banks do give loans on personal security, mortgage of 
jewels and on deposits also. 

Nattukottai Chettis grant loans on proiidssory note^^ bonds and inort^ 
gage deeds. 
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Bankers receive fixed dcposiUi and pay interest from 5 to 6 per cent 
per annum. 

C. The a^riciiltariste have to pay interest at 12 to 36 per oent per 
annum if paid in money and if paid in kind» one vallum measuring Bs. 320 
weight to every rupee. If the Government comes forward by establishing 
a bank in each taluk for the purpose of lending nioney at a cbeamr rate 
of interest to farmers^ no doubt^ there will be improvements to farmers. 
No doubt, if the rate of interest is reduced, the agricultural community 
will have a great chance of improvement. 

7. No doubt, tlie bankers are protecteil in law. 

9. After making allowance for legal expenses, etc., the net return that 
the bankers will get will be from 12 to 15 per cent jmr uimuin. 

10. The bankers oblige the ryots at some times and at other t iines they 
refuse. They demand n higher rate of interest, especially duriug the kist 
itolloction imriwl, viz., January ♦ Kobruary and March. They demand 
interest from 26 to 36 per cent per annum when the money market is very 
tight. 

11. I suggest the establishment of a l<M‘aI bank w ith loc'al directorate in 
this taluk to enaljle tlie agriculturists to get funds from them to meet their 
noi^ossary expenses during cultivation time at a cheaper rate of interest. 

12. I do not think the indigenous lianks have .surplus money to spare. 

Ill , — lTtve,stmcnt habit and (ttfraction of capital, 

1. The public are provided w’ith facilities for the invo.st)nent of their 
savings, such as, Postal Savings Bank, the lmi>erial Bank and the co- 
operative bunk. 

The banking resource.s in the provinces are, (1) fixed deposits, (2) current 
deposits and (3) recurring deposits. 

The facilities ullow^ecl in the above institutions may be encouraged by 
asking them to give a higlier rate of interest as allowed in other banks to 
the investors. Some invest their capital in silver and gold in the shape 
of jewels. 

2. Po.stal Cash Certificates are not popular in this taluk. Cash Ceiiili* 
cates may be made veiy popular only when it can lie cashed at any time 
without any restriction. The rate of interest allowed on Cash Certificates 
may be raised. 

As a very .small percentage of interest is i)aid in the savings banks, 
very few* invest their money therein. A very few officials do resort to 
such investments. 

3. The ryots purchase lauds, cattle, etc., with their .surplus money. The 
farmers lend money to agriculturists at 12 to 24 per cent i>or annum. 

4. Only the merchants and the high officials do make use of the cheques. 
The cheques are made popular by the abolition of the stamp duty on it. 

If cliques are drawn in vernacula!*, it will l>e of great use to the 
non-English knowing population. If cheques are promoted to a greater 
extent, people have to pay a discount in cashing the same. 

6. I suppoi*t the view^ that the banking and investment habit in India 
is of very slow growth. The people cannot get money very e^ily as the 
rules of the Imj^rial Bank and other banks are very strict in granting 
loans."^ People luce agriculturists cannot wait a very long time to get 
money for their urgent needs and so they are obliged to go to the individual 
money-lenders. This is the cause of the slow grow^ in the banking system. 



Written evidence of JL SBIKIVASAK Avargal, 

Seoretary, the Kollegai Sree Venkateswara Nidhi. 
lihuited, Kollegai* 

1. .i(jt intIt ural ci etlit iutd erctiil /acUitif s for Hmall ituittsi t 

1. Tho ryotii obtain money ironi local nioiiey-loiitlers. The interest ts 
fixed soiiiotiines in Krain.s snili u.s li candies jwr Inindml iwr year. This 
system is ruinous to ilie agriculturist. Those loans are udvanced by the 
local money-lenders by getting a hypothei^ation dcH?d executed by the ryots. 

Alter tlie starting ol the local joint sto<‘k banking company the ryots 

are under an advantage as the cs>mpany grants loans and rtH*eivt>s them 

ill easy instalments. ’1 be ryots wore at a disadvanta^io lormerly as they 
had to ex€K:ute hyf)othecation deeds for a small sum of even Its. 50. The 
nietlmd adopted by the local money-lender is that the ryot is compelled to 
mortgage all liis immovable properties for the i>etty sum and when ho 

needs money at a subsequent occa.siou he is oom))elled to go to the aamo 

person and is thus prevented from getting money elsewheio ut a cheaper 
rate of intei’est. Thus the ryot is ruined. 

2. The chief ])roduct is raw silk. This is export'd to South India. 
Remittances aie usually by insured post. The opening of a local branch 
of the Imperial Rank of India is e.sso;itiul as this will fjicilitate the remit- 
tances. Kollegai is an imi>ortant silk trading centre, liombay bntidis are 
sometime.'* received and it is found very difficult to cash them here fur 
the absence of a branch of the Imperial Bank of India. 

d. The value ol dry land in the Kollegai taluk is Rn. 150 per aero on 
an average, the average wet land being sold ut Rs. r>00 an acre. The 
value of the luruls have been reduced due to failure of monsoonH for the 
last five years successively. 

4. There arc no agricultural banks. If .siicli a one is started and u 
portion of the capital .subseril)ed for by the Government, the banlv*will 
he popular as the public will have greater confidence and local deposits 
will be forthcoming. 

5. The agricultural classes are mostly indebted to local money-lenders. 
Money is lent on obtaining a li 5 'pothecation deed executed liy the party 
even for small sums of R.s. 50. Debts were incurred mostly for re])aynienD 
of [>revious loans and for marriage expenses. The tiebts are clue in most 
ca.ses to local money-lenders and in a few cases to co-operative credit 
societies. 

6. Silk rt'tirinfj. — Government help in teaching improved methods is essen- 
tial. Aloiiey must be advanced at low rates of interest lor piirchaHing * 
machines rt^cjjiiired to produce silk under improved methods. 

G. (o) There are many locjal handloom weavers. Improvement is essen- 
tial. A weaving factory has to be opened and employment for handloom 
weave rs p lo v i dec! . 

7. In this district the Inqieria! Bank of Tmlia is not licli»fnl in any 
way to joint stcK;k banks. Tlie Goveriiiiient are not justified in asscsssihg 
joint stock companies to an income-tax of IJ annas in the rupee. These 
coiiipaiiie.s sliould be treated like priv(;ite individuals and taxed on the 
basis of tlieir net income. 

11.1 miuje noun Ikinking. 

In the Kollegai taluk tliere are many private baukers. They advantiO 
money to ryots at 12 [hw cent jko* annum on getting a hypothecation deed 
©xeemted for sums exc-c^edi^g Rs. 5(X). Sinn.s below* that amount are charged 
15 iKT cent interest iK»r aiiniim. 

The private bankers advanc-e immey to bK-al inercbiintH on getting pre- 
notes executed. Interest varies from 9 per cent to 24 i>er cent per annum, 
Bhort-period loans are charged at 24 per cent jier aniinin interest, while 
long-standing l<>ans are granted ut 9 per cent or lOJ i>er c*©nt per annum^ 
according to circuiusianceb. 
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n« liiKii rate o» inU-rMt t-harged l>y tlic local uioiicy-lenderfi may be 
brought down by the Government by atarting land mortgage Imiifca, which 
Will greatly lienofit tlic agrifuliural 

0. The indigfmou/t Imnkvjt^ get at the rate of |>er tent fier aniiuiii. 

10, 71je iocal Uionty lentlers are al»li* te lueei the deiuaiui't. 

Ji?. Yea. 


Ill , — Inrcsltnent huhtf and af f ntvfUpn of tapifaL 

ITte Sult^Treasury must liav'e a hrancli of the savings l)ank account open 
to the pubiic us it is clone in the Mysore State. 

The opening of the branch of the Imperial Hank of India has not l)een 
useful ill any way to the jteople. It will lie useful to the ryot only when 
loans are given by the bank (oi obtaining liypothccution deeds executed 
by tlio ryots. 


OeneraL 

The Government should ameml the Indian Companies Act VI f of KJ so 
as to make it compulsory on the part of joint stock banking companies to 
invest their reserve fund in the Imperial Hank of India. The Imperial 
Hank of Jndia must be instructed to grant cash credits to joint stock 
eompanies in projmrtion to the paid-iqi sliare capital and Heserve Fund. 
The relationship between the Imperial Hank and the joint stock bank shall 
ho similar to the relation between the district urban bank and the co- 
operative societies. The companies must be asked to pay at least 12i per 
cent of their net profits to the lmi>erial Bank to be invested as fixed 
deposit. 

With this arrangement, tbe Imperial Hank may be able to grant casli 
credits to joint stcK;k companies which will in their turn lend money at a 
lower rate according to the discretion of their dire^^'toiate to the public and 
thus the Imperial Hank or reserve bank or some other central banking 
organization started by the Government may be made really useful to tho 
public. 
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WHtt^n eirideiiM of MJLBar. B. KAMA BMDPT Airurf ml. 
lAmndlord. Vmldurtlii. Dlionm Tmiuk. 

Kuraool Piotrict. 


credit mid credit faciiitieM for itiuiU iiulwifrir*. 

1, For siuaU industries 

(fi) By oV>ta!iii«K from Iwal moueydendem on intereat at 12 per rent 
per nnnniii, 

(h) By obtaining fi-orn local tnonoy-lendora aind also from Government 
under the Agriculturists Loans Act. But in the latter case the existing 
rules are not favourable to all the ryots as the loans are sanctioned only 
to persons who own lands and jHtthts in tlu'ir own names. These rules have 
to l>e modified so as to bring these loans within the reach of one and all 
of the lyots who own lands and whose right of ownership is not disputetl, 
in whoses(K»v«‘r name the put fax may stand. 

(r) Same as item (a) above. 

For poor peo|)lc who borrow money at a high rate of interest at least 
a sum of Bs. :iO,<KKI is reciuirtnl for this firka which cotitains 14 main 
villages. 

2. There is no such marketing system in the villages of this firka. But 
the ryots s<*ll all kinds of produ<H\ such as, food-grains, pulses, tohafs*o, 
chillies, groundnut and cotton, etc., to local merchants. 

d. It is very rar<‘ in th(*se parts that lands arc sold with crops standing 
on them. 

(a) I Money rcaliised by sale of lands nnder private negotiation will 

(h) y g<‘neraliy U‘ more tljan what is renHr.CHl by Government auction for 

(r) J non-payment of revcrim* aial liy sale nnder court decrcH'S. 

4. (a) Til simplify rcIVience of ownership all lands nnder joint enjov- 
meiit should ho subdivided according to tlie enjoyment of each and single 
jtaftax granted. 

5. Money ho? rowed on the mortgage of lands as security is generally 
less than what is borrowed on promis.Hory notes and other unregistered 
bonds, ^'hose debts ar<* largely due to |>rofessional nioney-Ienders. Tlio 
rate of interest charged is in most ciises 12 pei* cent per anuum. The 
metlnxl of calculation of interest is in many cases by compound interest. 
Owing to this high rate of intere.st the cultivator is not able to maintain 
his family and also to meet the demands of Ijis creditor. Hence his ineana 
of liveliliood are reduced year after year till at Inst he l>ecomes a tenant, 

6. In Veldurthi iirkn there are at j)resent only five ginning and shall* 
ing factories. 
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Written eridenoe of M JLBy. Bao Bahadur A. VjBOACHA^V 
AYTAR Avar gal. Retired JDeputy Collector > 

33, Kammalwar Street, Qeorgetown, Madras* 

/. — Agrltulfuml fredit and credit fftcditien for »mall indvsfHeg, 

1* Tb<3 agrk'ijlttiriirt gets fiiianfo for oxpentiCK during cultivation from 
local iiioney-londorH at exhorhitant rnten of inU'rent in kind or jn cash ranging 
from 15 to 24 |>or cent. Sometiinea retnil dealers in fooclfttulf and nocea- 
aariea c)f life advanci! money for hucJj purpones on repayment of loan in 
kind with a proviso to self all his produce only to liitn. Hoa^ever dia- 
advantageous niich uu arrnngeinent may he to the Iwrrowers, the jreople 
stick up tcj it in preference to joining a co-operative ?iCK‘iety owing to c*ertain 
inherent defwts in the working of the society and the limited charac^r of 
its work with ill-equipped inaiiageinent ancl huNiness knowledge. Bigger 
landlords get ac'connnoclj^tion from commercial hanks and also from indigenous 
hankers huc4i us Chettis and Marwaris. The two latter do not give very 
many facilities to the borrowers in regard to the rate of interest. 

Capital and permanent improvements do not get ncoessary and rcKiuisite 
hnanee fmni loc’al money-lenders except on u small scale nor do the company 
hanks finunce siu'h undertaking. Such finance* should he made available hy 
land moilgage hanks which have not yet come into working order in the 
ro-opcrativo movem€»nt. Private companies for snc-h a i>nrpose are non- 
existent. 

Spe<*ial ncocls such as failure of crop and loans for laiul revc^nno nro 

at prc*seiit given hy the local inoney-lender.s foi- being retnrncHl at the 

next crop at very high ratc.s of interest. Soinetiinc's retail d(*alers as well 
as Cliettis and Alarwaris give snc4i accommodation also at unconsciotiahio 
rates of intcnost. All loans in rural areas other than hy c‘ 0 -operative orgaiii- 
xations are ohtaiiUHl at interest rates varying from 15 to 24 per lont on 

pro-notes with surety or sureties and from 9 to 15 ])er cent when given 

on the mortgage of iinmovahle property. The period for repayment of 
loan does not exceed one year or the next season except the c'ase of 

mortgage loans which iKH'ome a standing debt on the property, the interest 
l>eing payable yearly. TJie most unc*oJi.seionahle condition imposed in a 
numl)er of ca.ses is to <*ompel the borrower to sell his cro]> to tho lender at 
a settled prit'c^ or at the ruling price and to curtail his liberty to sell his 
produce at highly favourable rates. 

Agricultural finance by Government is very inappreciable. Tt is 
administered in a hopetesiy involved way .so that few agriculturists resort 
to it. The working of the Land Improvement Ijoans Act and the Agri- 
culturists Loans A(‘.t has not l>een and could not be satisfactory for the 
reason that the lender could not Ik; in personal touch with the borrower 
owing to a largo inimber of nervous or unsympathetic employees through 
whose investigation alone such loans c-ould Ik; disbursed. 

The Imperial Bank of India has practically nothing to do with agri- 
cultural finance ex(*ept through its intermediaries, money-lenders and tradei-s 
who get connected with it. The constitution of the Imperial Bank is sucdi 
that it <M>uld not at present he expeetcxl to deal with agricultural finance 
except through financially I'espotisihle agents. Tt can only deal with 
organ ixations like the central financing co-<>perative hanks or company 
Imnks. Tt can be ex|)ected to do full justice to agricultural finance hy 
allowing ci'edit facilities in a much larger measure and for a much longer 
period than that allowed for commercial hanks. It can allow credit to 
co-operative financing Imnks for one year and up to such amount os the 
ci*edit power of such institutions warrant on the security of village society 
pro-notes of approved and efficiently worked organisations. 

The joint stock hank plays very little part in agricultural finance except 
ill tnarketing of crops alid even this it does through approved middlemen 
such as tradei's and contractors. 

The indigenous hanks and hankei's arc very few and are no l>etter than 
the local moimy-lenders in regard to agricultum) finance. They generally 
finance professional traders and also agrieulturists who carry on trade aa 
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;% subeidittry profession. There are practically no indigenous hanks with 
defined constitution in rural areas. The bankers are also rery few and 
they are confinc»d to urban and semwurban areas. 

Pi^feasionat nioney>lenders, merchants and dealei's do finance agriculttiral 
industry to a very large exteAt but the help go reiulemi is always on dis- 
advantageous terms to the horrowei*s. 

Ordinary* unirrigated dry land requires an average exivendituie of 7 
to Its. 10 per acre, a wet land Rs. 15 to Hs. 20 per acio and a garden 
land Us. 20 to Its. 30 i>er acre. 

The present system of agricultural fmance by private inoney-lendcrs, 
merchants and dealei’s cannot be improved upon bv i*t>niU'cting them with 
the Im|>eriol Bank or company banks under suitable safeguards. 

The only safe solution of the problem seems to l>e to organise the rural 
co-oi>erative organisations to take up the entire res|Kmsibilit>’ in a care- 
fully regulate<l manner. Tn fact the co-operative movement was intendwl 
to .serve this purpose and any amount of ansistanre in this dirwiion by 
the State or by any banking arrangement deviscnl by the State under auitablo 
and Imsiness safeguards is an urgent necessity for the l>ettermeut of the 
rural population employed in agriculture and for the l)etterment of the 
country and the nation as a whole. T may noU'» helow an cxtrai't from 
an article on ^ State Aid and Agriculture in America’: — 

Agriculture is not merely a way of making money hy raising crops; 
it is not merely an industry or business; it is essentially a public function 
or service performed by private individuals for the rare and iw of the 
land in the national iiitei'cst; and farmers in the course of their pursuit 
for a living are the custodians of the basis of national life. Agriculture 
is therefore affected with a clear and unquestionable nublio interest and its 
status is a matter calling for delilieraU* and far sighted niiiional policies, 
not only to conserve the natural and human resourc'es involved in it, hut 
to provide for the national stsiirity, promote a well rounded jirosperity 
and secure social and political stability.” 

A Bill in America is to l>e or has been legislated for the creation of hall 
a billion dollar revolving fund to be advancMHl to co-operative associations 
of farmers to enable them to market their crops in an orderly fashion and 
to make advaru'cs to farmers’ associations to enable them to pay the farmers 
at harvest time while holding the grain from the market for more favourable 
prire.s thus relieving temporary depres-sioiiB. 

The aliov© is quoted to show that the Rtate directly or through the 
finperinl Bank should afford credit facilities up to a safe limit to central 
co-oi>erative Imnks and those should work up to the ideal of complete 
agricultural finance for the area of their operations. 

It is impossible to effect co-ordination with money-lenders, merchants 
and tradei*s hut co-ordination seems possible Wtween the Rtate bank or the 
Imperial Bank and co-oiK^rative rural organizations through central hanks 
or ni)ex hank. 

2. Commercial trade relating to products exportable to foreign conn tries 
is carried on hy dealers entering into forward contract with exporting 
firms who get advances from crorapany hanks or the exporting firms or from 

local money-lenders, Chettis, and Marwaris. Thc^e direct dealers advance 

moneys to the producers direct or through smaller dealers even before the 
crop is cultivate and to smaller dealers who collect the produce on pay- 
ment, The rate of interest charged is 18 to 24 per cent and the produce 
has to he handed over at a fixed price deteinuned at the time of contract. 
This is invariably the case when advances are given to the cultivators. 

Bueh dealers gain whenever they get contractors on fixed rate system and 

they lose where they deal with smaller dealers or producers without advances 
under the fixed rate system. They have to supply the exporting firm the 
agreed quantity on the specified date or else they will have to make good 
the loss. Hence these dealers buy up the quantity required at a high rate 
even though it may involve loss because the exporting firm will deal with 
them so as to cause heavy loss. 

In the case of produce useful mainly for consumption in the country, 
merchants and demers also advance money to the cuitivatons before or in 
the process of cultivation wi^ a condition to hand over the produce at* a 
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fiSMd rate or at the preraiiing rate at the time of handiiig ormr the pro- 
duce* The tiorrower has ao option to sell ebiewhere. This is eqnal^ a 
deleterious arrangement and this inrolres a loss of 18 to 25 per cent on 
the sum borrowed. 

Where^ howeTer^ advances are not given^ wholesale merchants get supply 
from numerous local small dealers who ga^er the harvested crop by pur- 
chasing from the producers when pressure in the shape of Government kiat 
or by creditors is felt by the producers and the district wholesalers distri- 
bute the prixliici* outside* at a profit of 10 to 12 f>er cent. In fact, proiluce 
worth Rs. 100 in the hands of the producer is sold for Its. 130 to Rs. 140 by 
the retail seller at the end of the distributive arrangement. 

The producers sell their prodiK*© individually to small dealers when 
pressure for money is felt. There is no organised attempt to stock the 
produce and sell them in well regulated markets and at the proper time 
to secure as high a price as jmssihle. Co-operativo effort in this direction 
has not yet developed in a stiitahie manner and will he crowned with 
success only when rural organizations finnn(« the agricultural industry as 
a whole and where such work is carried on by efficient well paid manage- 
ment and its staff. The i>ooling of produt?e for internal trade and coii- 
sumx>iion rec|uires careful and businesslike inunagement and must l>o 
secured hy co-operative effort only at a later stage and wherever the i>er- 
sonnel of management is efficient. Co-operative trade of pro<liice consumed 
in the eountr}' can l>e successfully carrie<l out only when c^ojierative distri- 
liution is extended everywhere and where such ‘agency is able to purchase 
from produce organizations. This seems to be a long way off and it does 
not seem tti W jirtutical jxditics lor another twenty years to dispense with 
traders, merchants and dealers hy co-oporativo effort. But rural co- 
0|>erative organizations can arrange for holding up produf'o and dictating 
reasonable terms to the dealers. 

4. There are very few impediments in ryotwaii or .^amindiri tracts in 
mortgaging land and agricultural holdings where the right of occupancy has 
been conceded l)y statute on contractual relationship. There are no agri- 
cultural or mortgage banks for long-term (nedit in the province except a 
few experimental land mortgage hanks started by the co-operntivo move- 
ment. Such hanks are a necessity for productive investment in the shape 
of land improvement or advanced method of cultivation. If, ns is intended 
by the department, the hanks are confined to redemption of prior debts, 
barring a few cases of regular payments in well conducted organizations hy 
competent men, the working of such banks for debt redemption will be a 
mill stone round the neck of the co-operative movement. But long-term 
credit by such hunks for productive purposes and improved mode of culti- 
vation is certain to he more successful. It is indeed more urgent. Those 
co-operative land mortgage hanks have to raise capital by the issue of 
debentures on the security of floating mortgages of productive immovable 
property up to 40 to 50 per cent of the value of the property pledged 
hack^ up by the paid-up share capital in each institution. These hanks 
have not been sutxsessful to raise local money and therefore a central land 
mortgage bank for the Presidency has to be floated at Madras to finance 
primary land mortgage banks. The entire arrangement depends upon the 
dispensing of loans to Ijorrowers adth sufficient repaying power and character 
and not with reference to the value of the property pledged. The essence 
of proper management of such hanks depends upon the care exercised in 
fixing the repaying power of the borrowers, making due allowances for 
fluctuations of seasons and of trade conditions. Such banks should derive 
their working capital purely from debentures which are negotiable or sale- 
able and not from deposits and such debentures had better be issued hy 
eenttal institutions organized for the purpose. 

Government guarantee for principal or interest does not seem to be 

§ required except for some time to oome, say ten years, till the depositing 
unlic gain confidence tn such banks. Such central banks ought to raise 
ebentures at 5 to 6 per cent and lend to mortgage primary banks at 7 
per cent and these in turn should lend to borrowere at 8 per cent. The 
primary banks may however diarge a fee for running the institution, lor 
valuatiW, etc., in the infant stages. Where the transactions become large, 
such additional charges should disappear. 
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> 1 do not think that nny adciitioual fftciHti€« n©f?d lie given for the 
fiflcovery of duee or for Uie foreclosure of mortgages as is wanted by central 
ecMiperative Imnks^ which deal with deiiosit Wukiiig, Tlio land mortgage 
banks can afford to work leisuiH.dy and have not to meet the de|Kisitorb* 
obligations on fixed dates. 

Besides crop and seasonable loan, short-term credit for a longer period 
Uian one war and shorter than wdiat u land mortgage bank allows has to 
lie disbursid to secure siiiall outlay on the instruments employed in the 
industry, cattie, farm house, etc. These rctiuii-e loans repayable in two 
to ten years. These may lie distribuUxl by central lianks by securing the 
required working capital out of detnisits. 

6’cncraf. 

The agricultural industry re<iiiires credit to an unlimited extent if, as 
is everybody's desiie, the industry sliould l)0 carriiHl on so as secure 
intensive cultivation and to procure the iiiaximuin pnaiuction by impixived 
and scientific inethwls. At nresent, the agriculturisis, rich or poor, carry 
on the industry indifferently with reference to the resourc’es of credit 
available to them. Such facilities are very much limited by the financing 
agencies available and by the fact that financing agencies with limited 
resources charge heavy interest owing to inadecpiate supply of money and 
to Ute risk iiivolvetl in finuncing the industry to poor people, laboui'ers 
and Ktnali holders who have to face adverse seasons (droughty flood damages, 
cattle disease, etc. The agriculturist has to B<x*urc croclit iatnlities through- 
out tho year, for ploughing, manuring, seed, cultivation operations, 
harvesting and for eftectiiig profitable sale of i>roduce. In fact, the agri- 
culturist must be made to carry on the industi'y by a regular and intimate 
touch wMth a hanking institution which is cxpectcnl to rocoive all tlio in- 
comings of the agriculturist and to give him whatever credit he wants. 
The agriculturyit must get into a tianking habit by which he will send his 
iucxiuiings to the bank and draw' from it whenever ho w'anis money and 
wliatever he desireh to his deserved capacity U) get crcnlit or to the dosorv- 
ed credit which the operation in which it is to ho used can Imar. On 
the other hand, the hank should ho so constituted as to make provision 
for meeting tlic failure of crop in part or full by adverse seasons, hailstorm, 
etc. Ill coiiiiuercial banking^ credit always follows ^hkIs or prtHliictvS or 
expet^tatioii of go<Hl« or proilucts and the risk involvoii is only that brought 
alHiut by the character of the horrowens or by the insolvent condition of 
the iMjrrowers who are unable to inei't lo,s.s08 arising from trade fluctuations. 
But in the case of agricultunii indu-^try^ in a<1<lition to the risks sixxnfied, 
there is the lulditional trouble arising from iinpodiiiieiitK to adequate pro- 
duction from causes lK*yond the control of the borniwers. In agricultural 
industry, credit should not Im made dependent on more property, as such a 
c*ourse will involve a shrinkage in the dislribution of cretlit owdng to 
difficulties in ascertaining the right of borrowers to the property and 
their right to raise credit ther-xm, in finding out the valuation of land, 
in tracing tb<j previous charges on the land and in various other w'ays. 

Hentxj it will l>o seen Unit a banking institution which caters for the 
lienefit of tlie agricultural industry to the legitimate exUuii must Ih) strong 
enough to meet all demands and without any delay wliatiioever and to 
provide agencies for colkx;tion wlieti the income is received ami to take 
disciplinary measures without delay in refractory eases and also to make 
provision for extension of time for repayment from causes l)eyond the 
control of the borrowers. Such a hanking institution, should l>e in direct 
and ixMiiinuous touch with its clientele and it should dis|>ense credit only 
to these w'ho have all their dealings with it. in so far as agricultural produc- 
tion and distrilmtion are concerned. Buch a bank ought to ho omcienily 
manageil by coiiij>etont dirwtors who should exercise discipline in rocxivory 
and liliorality in financing to the adequate extent. 

Personal toa<^ is a very valuable factor in such institutions. Hence 
the bank should have a limited area of operations and should have efficient 
and well-trained men to guide it« afiairg. 

A village bank with such qualifications has not been brought into exiat- 
enee for the benefit of the agriculturist under the Oompaniea Act or otber^ 
wise. The co-operative village societies were designed for such a purpose aided 



ill financing by the cr niial bankb or tlio open bank. The co-oporatiro vil- 
la^p organization has not fulhllecl its puifiose because of various inherent 
dit 0 cis in their working. 

(1) The Village society has to l>e run by borrowers alone and has not 
yet attracted competent men in all eases. 

(2) Honorary service available is not efficient or continuous. 

(3) Disciplinary measures are not regularly resorted to because of the 
directors lieing borrowers themselves. The defects in the w^orking; of village 
co-operative organ ij^tiens can easily be rectified. Co-operative financing 
agencies — the central banks and the village societies — should change their 
ideal of working. They should not i>e mere distributors of credit to the 
extent of money available and when available they should organize them- 
selves as to make credit facilities available to every agriculturist for pro- 
ductive enterprise however small it may be t<i the deserved extent and at 
the precise time when wanted. Credit .should l>e availalile for all phases 
of protluctivc agricultural industry from ploughing right up to sale of 
produce. Hotter business management can easily be secured by employing 
competent men to run a village society. A village with 1,000 acres of wet 
laud and 1,000 acres of dry land requires credit facilities up to Rs. 20,000 
and, surely, if this society is to be run on efficient lines, a business man 
on ils. 250 per annum can l>e engaged. If along with this, marketing of 
produce is tacked on, the village can deal credit to the extent of Rs. 50,000. 
Tlie ccntial financing agency can employ a supervisor on Rs. 6(X) per annum 
for not more than ten villages. This is the ideal methml qf financing 
agricultural industry. 1 would even recommend payment of remuneration 
to the directors of village banks proportioned to the transactions. 

The facilities available under the Co-operative Societies Act giveo in tlic 
form of concessions by Government are sufficient at present but extension 
may l>e made as regards the recovery of dues by extended jurisdiction in 
regard to money suits up to Rs. 250. Panchayat courts, how^cver, should 
be made to function more efficiently and by comiietent men. These village 
co-operative banks of tho ideal type described by me seem to be the only 
practical solution for the financing of agriculture and the central banks 
should 1)6 giyon enlarged credit facilities by the Imperial Bunk on approved 
securities and on the security of the notes of village societies either at a 
fiat rate of interest or at varying rates as they do in regard to commercial 
bunks. 

It may be a long way ofl before a village co-oj)erative bank will function 
both for production and lor marketing in full but it has to worked U]) 
with tho help by the Imperial Bank to the financing banks. 

Tho existing w>-operative machinery in financing can be rendered suita- 
ble to take up tho work of financing agricultural prcnl action and market- 
ing and such organising is more easy than expecting banks registered under 
the Companies Act to take up this work. The joint stock banks depend 
for their existence on deposit** which are available only in commercial 
centres. They confine themselves purely to inland trade and marketing, 
because of the rigidity of their finance for short-term credit and they 
could not take up agricultural industry except through some middleman 
or another who is expected to regulate the work as responsible agents. 
Direct undertaking by them is attended with possibilities of loss and 
heavy expenditure. Such banks could not get startetl in rural or seini- 
urhan areas, as they wdll not succeed in getting deposits. Even if started, 
being small institutions, they could not afford to get adequate credit from 
the Imperial Bank or big banking company concerns. 

Co-operative concerns should be humanistic in their working and should 
command the confidence of all their clients and should never deviate from 
business’ working. Company coiuxjrns will only have to take up such 
work as could not be expected t<) be solved by co-^erative concerns in each 
stage of tho grow-th of co-operative societies. The two agencies should 
eontiniitJ to work, one in complement of the other and both should get 
financial help from the Imperial Bank or from Government under suitable 
and liberal conditions laid dow^n as regards business methods and security. 
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I thank you for the oi»[)ortunity you have luo to express luy 

viow's on this most important subject of * Banking’ inord especially in 
relation to agricultural and industrial credit. 1 have for a long time l>eeii 
exercising iny mind over the question ‘ What means can he devised to 
scHUre liuancral accommodutiun to the large agricultural population of the 
province on easy terms?’. 

Moneyed men's diffienlty in finding out good investments , — On the one 
liaiid, we fimi a large nuiul>er of moneyed men and institutions in cities, 
who are at a loss to know where to invest their moneys and how to get a 
lair ivturn liy way of interest on such investments. Natiukottai Olietti 
linns which used to take in large deposits at a^hat is called ‘ the timid |hi 
rate ol interest* which generally .worked out to 9 per cent per annum have 
latterly hemi unwilling to accept deposits, at any rate it is difficult to get 
lirin.s ol estahlishetl reputation and credit to take deposits in the usual 
course. The hanks in Madras have lieen steadily lowering the rates ol 
interest at which they are prepared to m^cejit deposits from the public. 
Jioans on tirst mortgages of immovahle properties situate in Madras have 
proved to l»« a disappointing source of investmont, as in most cases the 
lender has to take the immovable properties himself as no purchasers are 
uvailulile to take them in auction. Further, owing to the fall in the value 
ot these i>roi>erties alter the war, oei'Kons who lent on this kind of securitpr 
and even institutions like the Mylapore Hindu Permanent Fund which is 
util known lor its cautious valuation of houses have found to their cost 
that the security has fuiletl to satisfy the loan in full. Insurance comimuies 
which always have large funds on their hands and rich temples and jnutts 
are also finding the same difhculticts with respwt to the investment of their 
large surpluse.s. 

Jfijfintlty of finding finatue in rural While such is the difficulty 

experienced in finding a proper investment lor moneys and largo capital 
IS avaihihle on fairly easy terms, we find, on the other hand, that the large 
rural })o[)uiation is uiiahlo to get loans oven for necessary purposes such 
as the purchase of cattle or manure agrii ulturul implements except 
on very hard and usurious tcrniH. No agriculturist, not even the most 
prompt and regular, can get money at anything less than 16 per cent jier 
annum, while loans at 3 per cent per mensem are very common in villages 
where the only tinancier is a Nuttukottui Chetti or sowcar. Twelve per 
cent per annum is considered the fairest rate or dkarmavaddi on mortgages 
of lands and houses. The solution of the problem, theu’eforo, Beems to me 
to depend on Biiding out some means of diverting the larjje sums of money 
ill cities crying out for investment towards the relief of tfa^e ruial iiidebtcd- 
liess. 

How to divert money from towns and cities to rural areas , — The nioneyoci 
men of the cities are first of all very particular about punctual and regular 
payments of interisst to them on their moneys, for that is wdiat they have 
to dcjiend on, for the inaintenant’e of themselves 4 ind their families, 
KiHtnidly, thev want to have no anxieties or doubts aliout the safe return 
to thetn of their deposits at the end of the stipulated period. Provided 
that these two matters are guaranteed, it matters least to them who lias 
the use of these moneys. 

(i) The co^oj>eraiive rnoicntnt. — ^The co-operative movement has to a 
small extent attempted to solve this problem. The Aiadraa Central Urban 
Bank in deposits from moneyed men in Madras and the District Co- 

operative Central Banks take in deposits available in the important district 
centr^. Both these lend their moneys only to primary rural co-operative 
societies at fairly reasonable rates which in their turn lend the moneys' 
borrowed to their own members. The depositor feels assured of the safety 
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ol hill iiiV€ 5 &iinoiitt» in the central banks which also pay him interest regu- 
larly. The agriculturist member of Uie priinai*y rural society at the other 
end gets the benefit of these de}>osits, at a fairly easy rate of interest. But, 
unfortunately, the co-o|>eratiye movement has so far touched only die fringe 
of rural indebtedness. The activities of the primary society are oon&ned 
to its few members and the bulk of the agricultural population has beeu 
left where it was. It has also to lie remembered that the average agricul- 
turist is not su6&ciently educated to appreciate the benefits of the co- 
operative movement and it must also be confessed that better attempts on 
a more extensive scale can be carried out to enlighten him on this subiect. 
Another difficulty is that the villager has not been accustomed or trained 

to punctuality in payment of interest or return of loans and the enforce- 

ment of penal clauses and default rates of interest appear to him always 
unjust. He even goes the length of feeling that the provision in the first 
instance of credit on easy, terms is ineroly a ruse to l^nefit by the default 
rate of interest. Thirdly, the difficulty of imding among villagers a suffi- 
ciert number of broad-minded, enlightened, unselfish and honest honorary 
workers is a matter which stands very seriously in the way of the establisii- 
luent of a large numlier of rural credit societies. Recent happenings do 
not give a good augury. Prosecution of presidents of rural credit societies 
for misappropriation of the societies* funds have not been uncommon. It 
is also a matter too well known that all the funds of the society are in 

several cases shared as loans hv the office-l)earcr8 of the society among 

thoioselvos and their relations. The Co-operative Department has therefore 
in recent years very naturally turned its attention more to the improve- 
ment of the existing societies than towards the starting of new soc^ieties. 

Thus, the state of things is not very satisfactory. Whatever, new' 
inodes may be con(?eive<l and tried for rendering the capital of cities avail- 
able to the villages, the usefulness of the co-operative movement as an 
im|K>rtant channel for the flow of money from the cities to the village should 
not l>e lost sight of. The (juestion, therefore, arises, ‘ How are we to 
make the co-operative societies more efficient and how’ are wo to extend 
the area of their usefulness F*. Two ideas suggest themselves to me. The 
first is that the advantages of the eo-oix^rative movement should lie suffi- 
ciently well impiessed on the mind of the agriculturist. A good deal of 
propaganda should l>o done. Every agriculturist must be told that the 
co-or^rative society is his friend and wishes well of him while the sowcar 
is after his ow’ii lienefit even at the cost of the total ruin of the borrower. 
Lectures at the village chavtuii by co-operative officials and honorary workers 
of the (?o-o|K3rative movement will l>o productive of much good. The agri- 
culturist must bo told and reminded in season and out of season that, if ho 
1)0 ill need of money, he must borrow' only from tlie village co-oiierative 
society and not from sowcai*s. TRe difference in the rates of interest should 
lie made known to him. Posters in vernaculan exhorting villagers to join 
the village cx>-opej’ative society and to get new societies staited w’here none 
exist at present sliould l>e printed and affixed at prominent pla^’es in the 
village, such as, the shandy, chavadl, scliool, hospital and post office. Such 
exhortations printed on tlio back of house-tax receipts and kist receijits 
wUl l>o effective means of keeping the co-operative idea ever present in 
the mind of the villf^er. Revenue Officers who camp in villages for jama* 
bandis must make it part of their duty to carry the message of co- 
operation to the villagers that assemble before them. As things obtain at 
present, a knowledge of the advantages of co-operation has to filter through 
of its own accord. No attempt is made to carry the information to every 
villager and armt his attention and get it to concentrate upon the Wnefits 
of co-operation, If that is done, there will be a large demand for more 
societies and existing societies will get more members. There will be a 
greatei* demand from villa^ for moneys and the flow of capital towards 
rural relief will 1^ more vigorous and steady and in larger volumes. My 
second idea is to make it obligatory by legislation, if neoessaiy^ on every 
villager Jiving to horiw to become a member of the village co-operative 
socie^^ gad tM6 a loan therefrom before he applies for any loan to the 
sowcar. 1 am prepared to go even the length of suggesting that the villager 
who borrows and the sowcar who lends mm when there is a co-opmrattve 
credit society from which the borrowing could have been made may be 
made liable to a prosecution which mav result in a fine. It goes without 
Saying that before such a provision can be enacted or enforced, every village 
must be ptwidod with its co-operative society. I would also sugi^st inmt 
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c<Mi|>er»tire aocicties should be enabled to lend on mertgaice of lan dg^ e nd 
pledge of crop*. At present^ they lend only on the pereonal eeeurf^ of 
the member borrowing and of two sureties. I)ue to the usual cjonser^^wn 
add caution proverbially found in villages, villagers of credit are unmlling 
io stand sureties for a man in need thoufid^ he may be possessed of sufficient 
property. No doubt, personal security of sureties renders recovery easy 
but it certaihiv makes liorrowing difficult. More people will be enabled 
to get relief from co-operative societies if they can get loans on the purity 
of their own properties than if they arc put to the necessity of finding two 
other persons to stand sureties. Tue amount usually lent to a ineitiher by 
these village societies is too small and insufficient to enable the villager 
to avoid the sowcar entirely. And if he has anyhow to go to the sowcar, 
u’hy not go to him for the whole and why have too many citKlitors is^ what 
prevails in the minds of most of the villagers. Once sufficient security in 
the shajie of propeHios or crojis is given, the needs of the applicant should 
1)6 fully satisfied. Reciiveiy also sliould lie by instalments spread over a 
fairly long period. Unless these facilities are affordc<l to the villagers, 
tiiey cannot find the co-operative society a real and cfTtvtive source of 
relief to their indebtedness. My own view is that a much liolder jKilmy 
should be pursued than what obtains at present if the ^)- 0 |ieraiivc move- 
ment is to function as a teal and effetdive channel carrying relief to rural 
indebtedness. 


(ii) iMnd morioaqf Ifonks . — The land moHgag© banks recently startoil 
seem to have l)oen intended to carry out some of the alwive ideas but. as 
they have only just Iuh?ii starteil, it is too early to forecast about their 
sufx'oss. lint, here again, the nolicy to be pursucnl at least in the initial 
siages IS not one of caution and reserve but one of boldness. 


{lit) Agency of Cvvernmeuf . — The most effective method which, in my 
opinion, will render available io the agriculturists and to the rural jiopula- 
tion in general, the moneys which can easily lio found at easy rates from 
the cities and from institutions, such as insumm^e companies, temple nidhis, 
etc., IS the Government itself acting as the intermediary who vrill take the 
nioney from the cities and institutions and distribute it aa loans to the 
agriculturists at the other end. The deposiitirs will rush in with their 
deposits as they have the security of the (Government for their dopoaita, 
Tho loans can bo ewily recovered from the borrower agriculturist he^usu, 
the Government l>eing his cre<litor, all the advantages such os riHsivery 
under the Ilevenue Recovery Act and priority of Crown debts over other 
ciebis will he available and this will ensure the si^eedy and certain recovery 
of the sums lent. Legislation may Iw necessory to enable the (lovernmeni 
to use the provisions of the Revenue Re<*ov.^ry Act for the recovery of those 
loans. All Act called the AgrieiilturistH Inclehtedness Relieving Act or 
shorter still, the Agriculturists Relief Act should he passed. Tt should 
ai’thorise the Government to take in deposits at a rate of interest nob 
exceeding 5 per cent per annum, and to fend them to agriculturists -at 0 
j)er cent per annum, the difference of 1 per cent being utilised for tho 
ex|>ense6 of the special staff required to carry on this work of the relief ol 
the agriculturists. Act XII of 1884, the existing Agriculturists I^oans Act, 
may itself be sufficient provided certain incidental and necessary amend- 
ments, such as, authoriaing the Government to accept deposits as and for 
the ^hef of the agriculturists and extending the scope to which relief can 
be given to the j^rmultun'sts by Government loans. The Land Improve- 
ment Loans Act (XIX of 1893) is intended for a very limited purpose, vis., 
off making improvements to the holding sii<*h as the construction of a well 
or doing reclamation work. The Agriculturists Ixians Act is no doubt 
wider in its Bpope but that too falls far short of what is required to giro 
ccnnplete "relief to the agnculturists. ** 


It coneJudinjg this part of the subject, I may li© permitted to state 

that the agriculturai is able to get very little reli^ under these two Acts 
M are work^ at prewnt. The lovenne officials to whom is entrusted 
^!!!? A popularunng this source of relief to ^e agriculturists take no 
interest at all m this matter and perhaps will take no interest 
nniem tlieir special work m this direction is insisted on as a ground 
for promotion. Most of the agriculturists do not know that they 
•PPiy Oovemment for money for sinking a well or for the »u^ 

^ase of plough, hulls, etc. Nolmdy telh them also about it. Even if sme- 
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h0ir )i6 comes to know of it and appliea, the time taken in Minctioning and 
loan is so large that ine ajp’icalturist borrower finds that, hy 
lie time he gets the loan amount, the proper time for him to <-ominence the 
^ impmvements is already gone. It is not UDcommon to find that a good 
portion of the amount allotted by the Government every year in their 
budget for loans under these Acts remains unutilised. A good deal of 
propaganda and greater ^pedition in the grant of loans than what obtains 
at present is requir^ if these Government loans are at all to become 
popular. The provision in section 5 of the Land Impi-ovement I^ans Act 
for giving public notice of applications for loans should be done away with, 
as it will dissuade many respectable landowners frcun applying for loans. 
Ijoans under these Acts will l>ecome more popular and the need for public 
tiocificaiior of these loans will also disappear, if, instead of entrusting the 
work of granting the loans solely to the revenue officials, the village pancha- 
yats are authorised to receive the applications for loans and send them 
on to the Tahsildar with their own remarks and recommendations. It is 
useful to note that the provisions of the Madras State Aid to Industries 
Act 1923 have Insen framed in a manner which will facilitate borrowing 
and render it easier for the persons for whom it is intended, to got 
apprised of and to approeiaie the advantages thereby rendered available. 
But even under that Act, if really cottage industries are to get assistance 
from the Government, the existence of the Act and the easy availabilitv 
of aid should l>e specially made known in villages. In this cotintiy- whore 
still the bulk of the population is illiterate, it Is no good to merely pass 
enactments and pro(‘eo<l under the impression that the persons concerned 
will avail themselves of the proffered help. More than that is leqiiirefl. 
The ignorant though thirsty liorse has to be taken to the water to make 
it drink and got relief. Village post offioos and village schools as well as 
rural ro-o|>erative and agricultural societies are the means which can easily 
he availe<l of to render the villagiw aware of these henefif*ent provisions 
made for bis relief by the State. Posters affixed at these institutionK and 
hand-hills circulated through them will be one mean.s of popularizing these 
loans. The vernacular news/Sapors may be counted nj)on. if rof|iiested 
broadcast to every nook and corner of the rural areas the ca.sy availability 
of these loans from Government. The Agricultural Department, though 
shortinanned at present, may he made to take a special interest in the 
matter of those loans and popularize them as far as they can. The officers 
of that department may also lie authorized to receive and transmit loan 
applications and so also may the village postmasters in addition to the 
1 ‘evenno officials and local pnnehayats. As T have been at pains to show, 
it is in the working of those Acts more than nn>’W’here else that a distinctly 
popular and propagandist outlook is highly and urgently ncccs.snry. 

With these preliminary olmcrvatioas, I now proceed to answer the 
questionnaire; — 


7. — A//nVi/r/urol rrerf/f and credit facilities for small indusfj'ics. 

1. Tliis question has to ho split into two and then answered. There 
ar© two persons who have to lie c'onsidered, viz., the ryotwari landholder 
or fmttaaar and the actual cultivator under him. There are also very 
small landholders who have very small areas which belong to them and culti- 
vate them themselves by actually labouring on the land with the members of 
their families. Among the bigger landholders or patiadars^ some cultivate 
their lands or estate as we may call it under the pannai system employing 
farm-labourers on daily wages or on payment in kind at each harvest; 
oilers let them on varam or lease to cultivating fai*mers. I take it that 
the question is intended to comprise all these i^rsons. Tn my district of 
B..nmi\ad the cultivating farmer gets all his requirements from the paitadar 
who advances him seed-paddy, paddy or money r^uired for paying labourers 
other tSan the membera of the farmer’s own family as well as doles of grain 
occasionally for the maintenance of the fanner as well as the other members 
of his family. The paiiudar keeps an account of all the moneys and paddy 
given and at the threshing floor, at the time of the division of produce, 
as soon as the produce is divided between him and the farmer, takes from 
the latter’s ^are all the paddy due to him for his advances and sends the 
farmer home with only what is left which is very small and in some cases 
nothing at aW. Instances are also not granting where the farmer’s share 
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a y »oi be euActeiii to meet the adTenem leiKle to him in which eiie O| Jjj|m 
»noe ie worked out in other wajs or at a more prosperoiui sttbae<Mi^^ 
hanweat. The cultiTating farmer cannot he the obiect of relief by way <|P» 
icMaiia from Goremment as he has little which he can i^li his own exee^ 
his nlongh-hnlis and cattle and utensils and nc^ing which he can 
to the lender by way of security except the above very necetaary inims* 
inents of agriculture which under the law cannot l»e attached and soldr^ 
mde proviso (h) to Section 60 fl), C.P.C. The ftaftadar who cultivates his 
own lands and he who let« them on ramm are renlly the persons who 
borrow money from outside. For all the three purposes (a), (Jb) and (r) 
mentioned in the question, some l>orrow (i) from the co-operative society 
to the small extent of Rs. 1,000 only to which the sot’ioty lends, (it> finm 
moneyed men in the village who may he their relalions or friends or known 
to them and (Hi) from the sowcars or profoNsional money-lenders. The 
hulk resort to the last as they do not know of (i) and as it is also inade- 
quate and does not. satisfy their needs in full and ns (ii) is not available 
to all and the total number of moneyed men in villaotes and the amount 
of money available with them is not very imich. Tlie rate of interest 
charged by (i) a co-opefative sociotv is 9 and per cent per annum: 

that charged by (ii) moiieyivl men in the village is generally 12 per (^iit 
per annum and that charged by (iii) souTars is anything from 15 to JIO 
cent per annum. The period of a <'o-op©rative society’s loan is generally 
two to four yoai*s, that of a loan from moneye<l nmn in the village is 
generallv one to two rears, while that of a sowcar’s loan is generally very 
short, six morths or so. A pro-note is given and interest for six months 
or whatever is the agreed period of the loan is d(Klucted in advance and 
the balance atone is paid bv tUe sowcar. It is only the (ii) class inoneye<l 
men in the village that lend on mortgages wher<> the borrower is not known 
to them or dot's not command much credit. Loans from co-operativo 
societies are always on bonds executed bv the borrowing member and two 
other members as sureties. Howcars lend on pro-notes. Titans arc never 
applie<l for or given on the swuritv of standing crops. Kxcept the co- 
operative society and ibnt to the small extent of Its. l.CW to emdi member, 
and the sowcars and moncvfvf men in the village or neigbbauring villages, 
none of the Itig bodK»s mentioned in the questionnaire such as Government, 
the Imperial Bank of India, etc., give any fuiancial assistanbe to the 
agriculturi.sts. The Government no doubt gives loans under the l^and 
Tniprovenient Txiaim \vi and Agriculturists Loans Act but few villagers know 
of it and very little is done to make villagers appreciate the benefits of 
these loans and apply for them nor are they speedily granted. T have set 
out M the piefacf* in some detail the defects in the working of these Oov- 
ernnient l^oars Acts and .suggest<Kl some remedies. T think at least one- 
third of th.» revenue raiaed from each village will be required for its 
financial relief. In the ease of fertile villages which have gocid irrigation 
facilities, the amount rof|uired may he less while in the ease of villag<>H 
which are rainfed and not fertile and have an nwertain yic4d, more than 
a third of the revenm* will l>e ri'qiiired. On the whole, for a district or 
provim'e, at least one-fourth of the total nsscHsment income will Iw required 
for the various purposes. 


There is ahsolutelv no co-ordinaiion among the various credit agencies 
and there is a good deal of sc<>pe for impnivcment in this direction. There 
should be a department of Govern ment solely devoted to rural aid and 
ci^it which work should he considered no less important than the (collec- 
tion of revenue. It should collect all stntistk^ necHisKary and put iisc^lf in 
communication with the various credit ogencies and bring about the neces- 
sary co-ordination. The details of staff, etc., r^uired may l>o doeided 
upon l>y an officer put on special duty in consultation with a select numlier 
of non-offictal gentlemen of position. 


2. Ufar'keiinif rropji.—Thcr*^ is no metbcKl at all adopted by tho villagers 
in marketing their produce. They are sold to merchants who ei liter come in 
to purchase or purchase and send the produce to the nearest big town or mar- 
ket with a view to make a profit for them wives, Fonning pools and co- 
operative efforts at marketing produce will eliminate the middleman’s profit. 
But, co-operative principles are so little understood by the villagers and the 
tisee of the co-operative movement for purposes like this havo neither been 
dmonairatod nor are they known to the villagers, 
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' Ko credit facllitiwi are available at present to the villager in the mlttter 
produce. In fact, in order to pay kist and meet other 
Important demands all of which come up immediately after the harvest, 
the harvested paddy is sold at a comparatively low rate. If the villager 
can have accommodation for these calls and wait and sell his produce a 
few months later in Adi Kalavadi (July or August) he can get a bettar 
price. A temporary loan at a cheap rate of interest just for two or three 
months will be pr^uctive of great advantage and profit to the average 
agriculturist* 

The sal© of produce is not affected to any considerable extent by foreign 
trade except with re8|>ect to a few articles of produce such as groundnut, 
cotton, castor Boeds, etc. All the other articles depend only on internal 
trade. Of course, groundnuts, cotton, etc., find a quicker and i^adier sale 
as big companies are out for their purchase with a view to their despatch 
to foreign countries. Tt will no doubt help to a very large extent the 
sale of the produce of this country if the United Kingdom made it a point 
to purchase all its requirements of raw materials from this country. T 
recently read with interest the plea of Sir Atul Chatterjee, the High Com- 
missioner for India, that England should get all its rif^e from India and 
not merely 30 per cent of her reejuirements as she does at present. Burma 
is a serious rival to the rice trade of this province which is now in a very 
languishing and unsatisfactory condition. 

No notioeahic part is played in mv district by hanks and hankers in 
the proceas of marketing. It is really the ‘merchants and dealers from 
neighbouring towns or trade centres that purchase the produce. 

The only means of internal remittance largely resorted to are money 
orders and insurances through the post office. No help is rendered to 
agriculturists for internal remittance by hanks and hankers. AgricuU 
turists require very little of internal remiitatice and the post office does 
its remittance work quite efficiently so that no other special provisions 
are needed. Tlie only jcform I am inclined to suggest is that rural co- 
operative -societies may he allowed to get moneys from central co-operative 
banks and remit moneys to central hanks througli the agency of the post 
office without any charge or at a nominal charge. As it is, some officer 
of the society, usually the president, journeys in |>erson from the village 
to the central bank which is situate miU>s and miles away from the village 
carrying money to or from as the ease may be. He has to do this as his 
journey costs much less than the money-order or insurance charges the 
society will have to pay. This personal carriage of money is obviously 
unsafe and also leads to decay. 

Negotiahle insfnimfnts , — These play a large part in big trades in cities. 
The rural population is concerned only with the promissory notes on which 
loans are taken. The recent increase in the stamp duty on these instru- 
ments is felt to he a hardship by the villagei-s and it may with advan- 
tage be reduced to the old one anna rate. In cities, hundis are a very 
common form of negotiable instruments and their use will become more 
extensive if the heavy duty on that class of instruments is reduced. 

3. Value of kind . — The value of land varies from place to place and even 
in the same place according to its fertility and the facilities for irrigation 
which it possesses. In my village Watrap in the Bamnad district, an acre 
of wet land of average fertility and irrigation facilities costs Bs. 1,600 and 
I have recently purchased at that rate. But an acre in the same village 
more favourably situated for irrigtional purposes than the land I pur- 
chased can be had for Rs. 2.000, Dry lands irrigable by well will sell at 
B.a.v5(X) i>©r acre while rainfed di*y lands will fetch from nothing to Rs. 200 
j>er ^re. The above are the prices by private negotiation. In Government 
auction for non-payment of revenue, lands are sold for a song but the sale 
will soon he set aside by payment of the price and the poundage, etc., 
penalties. In genuine court sales, lands will fetch from half to three- 
fourths of the price that can be had by private negotiation. In Kadathnr. 
Udamalpet taink, Coimbatore district, where also I own lands, an acre of 
wet land will fetch from Rs. 2,600 to Rs. 3,000 as the irrigation is by the 
Amaravati river and there is rarely ft f^ilnre of crops. »re feir diy 

Jands m that Tillage, 
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4. Laml moriymjf Intnls. — Thero is no legal impCMlimoiii to mortgage ot* 
IftUid or agricultural holding in tliia province. Only recently a few land 
mortgage ^nka had been started and very little is known to the public 
of their working. Capital wa» raised in the case of one such hank through 
aliares. Land mortgage banks aliould he rendered popular on tho lines 
already suggested by me in tho preface. 

(a) No measures for the improvement of record of rights arc necessary « 
The existing record is quite satisfactory. 

(h) A right of private sale moy lie reserved to the bank os is pro- 
vided under sec'tioii 69 of the TrnuKfer of Vrojwrty Act, 1882, in tho cost's 
of mortgages executed in Pixjsidency towns. 

{r) Itcgistration ol Ixinds may bo done freely for land-mortgage banks 
at least in tho initial stages until they become popular and successful. 

The working capital should be derived largely from debenture bonds and 
moneys cantu»t l>e easily raisi^l on such tleluMiturt^ unioss Coverument 
guaranU'Os both principal and interest. Depositors Will be impatient and 
want their deposits back soon. Central institutions too cannot afford to 
have their loans outstanding very long. lu oixler to secure Government 
against loss, it should ho made a rule that not more than a third of tho 
value of the lands mortgaged should l>e lent thereon and repayment of 
iriU*rest every >ear shoulU ho made compulsory and a first charge on tho 
crops raised for the interest duo should ho provided for in every cose. 

Lund mortgage hanks whonld raise money at 5 per cent per tmmim with 
Government guaruntev and Icuid at 6 per C‘tmt per annum; tho differeneo 
of 1 per cent should be sufficient to cover their e.xpeiiHes, 

Tile only other moihcxl that J laii think of foi the ptovision of longf 
term credit on sound secMirity is Government itself granting sucli loans. 
This matter has lH*en ctmsi<lered in some detail in the nil rod act ion to 
these answers, 

7. Cu-oprnitive hinthn . — In tho case ol ceitain co-oporativc central hanks 
kriowm to lx? functioning efficiently the Imperial Jlauk of India and ceriuiii 
joint stcK’k banks allow' overdralt. They also serve ns u means of relioi 
to tho wntral banks when they have moneys on hand for which they cun 
hud no immcKliate investment. The indigenous hanks timt tho co-opera- 
tive hanks as rivals and there is no sort of intercoiirso between them and 
the co-operative bunks. 

Bo far as 1 know, co-operative central banks or any bunks for the matter 
ot that do not hud any difficulty to get capital. Individual societies in non- 
prosperouH ureas may hnd some difficulty. 

No extra capital is required os a large number of individual rural 
societies will have to be started to absorb even tho amounts available at 
present. 

Thero is no serious competition between co-oporativo banks and joint 
stock banks in this province. 

Ill order to stimulate the growth of the co-operative movement, a bold 
policy of expansion is re<j[uired before everything else. There should ho 
greater propaganda and knowledge of the henehts of the co-operative luova- 
ment should bo brought home to every villager. If that is done and the 
whole country becomes a ueiw'ork of co-operative societies, more capital 
will be required and the inclusion of delientures issued by provincial co- 
operative banks among trustee securities will enable tho baiilU to get the 
b^eht of the large capital of trust institutions in this proviroe such as 
temples and mutts. (3o-o^rative societies are already exempt from the 
payment of inoome-tax and pr ifession tax. 

ll, — Indigenous hanking. 

1. The only business done by the indigenous hanker is money'-lending. 
Be does no other business. Some bankers conduct diits but that is moSw 
in Malabar* ^ 



а. The indigenous hanker may lie said to aissmt the agriculturist hy 
lending him money as soon as it is wanted and without dela^. Hie termsy 
however, are so onerous that the borrower sinks under their weight. 

3. The indigetious banker docs not invest all the capital necessary for 
the transactions he carries on. He takes in deposits, gets acx^ommodatioii 
from the Imperial and joint stock banks and other indigenous hanks. 
Nattukkottai Chetti hms are the most well-known indigenous banks and 
they help each other at what they call the nmktpi/u rate of interest. The 
amount of capital invessted, the volume of business and expenses vary in 
each case and no fixed or average proportion or rate existe applicable to 
all banks. 

4. Hundis aie mainly in use in cities and towns and among large trailers 
hut in small villages^ printed promissory notes in the usual form is what 
IS largely in vogue. Deposit receipts are rarely given but a note book in 
which the deposit is mentioned together with the rate at which interest 
is to lie paid is usually given; the banker signs on an anna stamp affixed 
to the note Inwik in acknowledgment of the deposit and its terms. There 
is nothing special aliout the forms in use in the province except that .the 
promissory notes, etc., instruments are generally in the vernacular. Letter 
directing payment is also a means whereby a constituent directs his banker 
to pay the money mentioned therein to the i>orson who produces the letuir. 

5. The loans arc generally on pro-notes and only to known and approved 
customers. Cash credit is allowed in the atxount hooks which the indi- 
genous hanker himself maintains. If the total amount outstanding 
rises to a consideruhlo figure, the constituent is made to sign on the stamp 
in the account hook of the hanker. 

The hanker gets moneys from deposits and from other indigenous 
hankers. The rates of interest allowed by them is the midappxi rate of 
interest minus one or two annas to persons who dei)osit with them and 
the iiadappa rate for accommodation had from other indigenous bankers. 

б. Interest is generally paid only in cash. It is generally deducted hy 
the indigenous hanker even at the time of grant of loan. Anything between 
15 per cent per annum and 36 per cent per annum is what the agricultural 
cxinuuunity has to pay at present. 

The only methods of bringing down these rates of interest are 
(1) legislation which should render all agreements to pay interest at more 
than 12 per cent per annum unenforceable, (2) establishing more co- 
operativo societies and increasing the lending capacity of existing societies, 
(5) starting land mortgage hanks and (4) Government itself acting as a 
financing agency. The reduction of the rate of interest will save many 
an agriculturist from certain ruin and if the rate be brought down to 
6 per cent per annum, it will lead to agricultural improvements and better 
standards of living and comfort. 

7. Far from there being any prejudice against the indigenous baukei's, 
they are largely resorted to and the prejudice if any comes only when tliey 
seek to rt>cover the money hy the sale of the property of the borrow^er. 
The indigenous l)ankei‘s are sufficiently protected and they need no special, 
legal or other facility. Their dealings with their clientele are conducted 
ou linos highly unconscionable and ruinous to the latter in the majority of 
eases. The rate of interest lioyond which they cannot recover should be 
fixed by legislation and the system of deducting interest even at thio time 
of granting loan should be put down. 

8. Legislation is the only moans to put down their unjust dealings. 
Their^ dealings with their clientele should be looked into by the income-tax 
authorities in the case of those assessable to income-tax and by the same 
or other agency in the case of all and iheir attempts to over-rea^ their 
clt^tele and to drive hard bargains with them should be penalix^. No 
special facilities need be given to them; on the other hand, there is great 
need for controlling their dealinips. l!hey would certainly resent tneasures 
for regulating their operations but Bork measures are absolutely necessary 
if the large agricultural population of this province is to bo saTed« 



9. They geaeriiMy get not than 18 por c^ni on their cninUil. 

10. They refuse a donmiid only where the client w not KuOicieiitly 
mAxeut but not for insufficiency of capital. 

11. The indigenous hankers should deposit thoir moneys in t*o-o|>erative 
societies or del>enturefl of land niortgage hanks and these should lie the 
iiHimate lenders to the agriculturists hut I vei*y nmch doitht whether the 
indigenous hanker will invest in these hanks os the profit to him in the 
lhape of interest will 1>© necessarily low. Ho wmII rather try to get money 
from these hanks at cheap rates, lend it at much higher rates and make 
a profit for himself. If an indigenous hanker will stand surety for a 
genuine lK>rrower even for some consideration, the hanks ns well us the 
borrower will he l>encfited. ('ompotition l)el ween these hunk.s and tho 
indigenous bankei*s will be avoided only if the latter bocomo tho fiuanciera 
of the former. 

12. Indigenous bankers never have money idle in their hands and th >y 
rarely make any contribution to tho provincial capital. Tho next qtiosti.#n 
also does not arise. 

///. — ^Invtsfmtnt habit amt attraction of caiAtaL 

1. Tlio existing hanking resources are (1) the Imperial Hank of India, 
(2) joint stock banks, (;J) co-operative liunks, {4) indigenous Imukers, 
(5) iifo insurance coiiipanios, (d) institutions like temples, mutlK, chari- 
ties, endowed schools and collegers and (7) individuals who havo money, 
wealth and want to earn interest thereon hut who are not prolessional* 
luoiiey-lenders. 

Additional capital is not ivquired. Tho trouble at present is to find 
suitable investincnis for moneys uvaiiuhle, Pcriimnent Funds or Nidhm as 
tlicy arc called are very usotui institutions to encourage savings and to 
promote the habit ol investment. They arc peculiar to this provin(‘e and 
deserve special oncoiiragc»metit. Auction chits and lotUuy chits are also 
indigenous institutions which encourage saving and the accumulation of 
moneys lor siiocial purxmses. 

The facilities for investment nvailahlo at present are neither full nor 
sufficiently attractive. They can l>e improved only by finding out outlets 
lor moneys by diverting them tow'ards industrial and agricultural under- 
takings. They could Ikj taiien into the smaller interior places only by tho 
aid ot co-oporation, land mortgage hanks and by tho Uovernment aeding 
as the channel which takes the moneys into the interior. 

There is alw'ays an inclination to make largo proNonts of silver and gold 
and ornaments on iiiurriago and other cxcasions. Tias is due to 
the fact that these articles in spexae will be ear-marked os those of the 
pei'son to wdiom they are presented while pi-esents in cash will get tuorged 
in tho general assets ot tho family to a memlier of which the presents are 
made and it the family is indebted, the cash XHosentod will he applied 
xo bring al>out relief to the family ironi its general indebtedness. All the 
meiidiers of the family will Iks benefited thereby and the donor’s inteiition 
that his daughter and soti-in-iaw should have the exclusive benefit and 
enjoyment of the presents will bo doieated by presents m cash while it will 
be facilitated by presents in the shape of gold and silver articles. Further, 
owii^ to the right of survivorship obtaining under the Jaw in Hindu joint 
families, the only resources availabie to the widow of n sonieim deceascH] 
oo-parcener are her jewels and vessels and naturally tho sonless husband 
and wife are anxious to increase the investment in that form to save some- 
thing for the widow in case of the husband’s death, without division. AlsO| 
in cases where the husband is a trader whose fortunes are uncertain, wUe s 
jewels are a good savings Hank on which the family can fail back when 
the creditor has taken aw'av everything else as the trader’s property. 1 
do not think it can be said that ail these objects are improper, 

2. Poitol C€uh CtrtificaUi. — Postal Cash Certificates are no doubi 
popular ,in cities and towns but not in the villages as few villages 
have money to invest and those who have, can get a better retinm by way 
et interest by lending it in the village itself* The rate of interest win 
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liave to l>e enormously iucreaiied if ihet^ certificaies are to become poptllat 
in villages and I do not think that it will be possible for the Govermneiit 
to inctease the rate of interest sufficiently high to make them popular fn 
villages. 

The present rates are not sufficiently attractive to all people even ir 
cities, it is only the richer classes who have to invest their moneys in fixed 
deposits in banks at 4| per cent or 5 per c^nt |^r annum that purchase 
the CertilicatcfS. The average middle-class man desires to earn a higher 
rate of interest. If it is really intended to attract him, a much hi^er 
rate of interest should be given such as lls. 71 l>ecoming Rs* 10 in three 
or at least four instead of five years. The maximum limit to which such 
Certificates can l>e held may lie redu«*d to Rs. 5, (XX) in that case. On the 
other hand, if it is intended to provide a means of investment for the 
richer classes, the limit to which an individual can hold these Certificates 
may he increased to Rs. 50, (XX). A larger nunilier of this class will he 
attracted if the old rate of Xls. 750 for a Certificate for Rs. 1,000 in five 
years is restored instead of Rs. 775 for Rs. 1,000 as it now obtains. 

Savings ha —Savings banks do not afford the same facilities which a 
bank does. There are limitations as to the time for deposit and withdrawal, 
if interest is not to he lost ; and the system of issuing cheques is not available. 
Every time money has to he drawn, the depositor himself has to run to the 
post office and the pa8.s-l)ook has always to accompany an order for with- 
drawal. Only students and small investors such as Herv&nta, etc., in 
for tlforn. If other classes are to he attractcib the system of permitting 
the depositor to issue ehofjues as against the deposit should ho introduced 
and the necessity of the pass-book to accompany every withdrawal inusit 
he dispensed with. The intm’est on the amount to the credit of the account 
should ho calculated on daily balances and not in the manner obtaining 
at present. 

In view of the fact that a limit of Rs. 10,000 has been fixed on tha 
Postal Cash Certificates, there is little room to apprehend any real com- 
petition of Government with hanking institutions. 

3. Very little surplus remains in the hands of most of the villagers. 
Those who save, can save only very little and this they lend to their 
friends until such time when a marriage or death happens in the house 
and it is needed for that purpose. Whenever they lend, they do so only 
on easy terms and not like the profe.ssional indigenous banker on onerous 
terms. 

4. Cheque hahif , — The cheque habit is in vogue largely in cities and 
towns only. The abolition of stamp duty has greatly increased the issue 
of cheques. There being no fear of expense on account of stamp, it has 
becromo the habit latterly of persons kko me to make payments whei’ever 
possible only by cheques. Only a very small amount of cash is kept in 
the house fur petty expenses for which cheques will not be accepted such 
as the purcfiase of vegetables or groceries. Bills are met only by cheques. 
BeiTants’ salaries are disbursed by cheques. There is no need to keep a 
separate account as the bank does it for you. A voucher is secured un- 
asked by the endorsement of the payee on the cheque in the case of every 
payment. The money instead of being kept in the house is kept in thd 
bank and the bank has l>een rendered as useful and as easily available as 
the cosh-chest of the house. Most of the moneys are left to remain with 
tlie bank so that they are useful to the public. 


Only the classes which have always ready cash on hand use cheques. They 
are mainly the richer classes. Institutions whether public or private 
though r hot very rich always use cheques as the safer and more secure 
mode of payment. The cheque habit is good for the individual as well as the 
public and must be encouraged. In addition to Government servants and 
bank employees, courts too fiiould be made to accept cheques for printing 
charges, de^sits, hearing fees and other similar payments. The printed 
papers need not be issued until the cheques are cashed even if the court 
should entertain doubts as to whether a particular cheque will or will not 
he honoured. To carry a large sum of loose cash to coart| to entrust 



It to clerks for payment and wait till the teraperary and permanent 
Receipts are product hy the cleik in proof of payment and then to check 
^em throws a lot of unnecessary labour on busy practitioners. It is a much 
needed relief to the practitioners to allow them to pay by cheques instead 
of in cash and I am sure it will be duly appreciated. Cheques may l>6 
printed in the vernaculars as well aa in English and pass-books also kept 
in vernaculars wherever necessary. This will ertend the cheque habit 
even to people who know only the vernaculars and do not know KngUsb. 

6. T agree that the Imnking habit in India has been of very slow growth.. 
It cannot however be said that there has l>een no investment habit.. In 
the past, people had very little cash in this country. Trade was don© 
generally in kind and rarely in cash. In our ancient liooks, a man^s wealth 
is always referred to as consisting of so many cattle and so much of corn. 
Whenever a king is spoken of as genei'ous or as having patroniaed learned 
men, he is said to have given elephants, hoi‘sos, or cows or bags of corn. 
Even after the advent of the British Government, the selling price of 
paddy and other products of this country was too low to permit of any 
largo accumulation of money for investment in banks. The Indian has 
always a desire to acquire lands more especially if the lands to l»o nequirod 
are adjacent to the lands he already owns. Any small capital which w'as 
saved w^as used to be lent to friends, relations, or neighbours in need or 
on usufructuary mortgages of immovable property. Rome of the richer 
houses used to pun'hase large and big vessels useful for special occasions 
such as marriages, feasts, etc., in their own housc\s or in neighbour’s houses 
nr in the temple as these generally did not own them. It should also 
remembered that hanks did not exist in the past in such large nuinher© 
as thev do at present. The Indian’s notion in the past has generally been 
that if a man gets more than his present mode of life and comforts 
r«»quire, ho should spend the surplus in doing acts of charity and benefit 
to the public and in relieving followmen in nee<l. The idea never entered 
his mind that ho ('ould and should increase his standard of life or hii 
comforts. On the other hand, there was no difference in tho mode of daily 
life or comforis lietween the rich man and the poor man. The only 
methods in which surplus income could he utilized in those days were in 
renovating temples, in providing for some spcninl service' to the God and 
so on. It will thus he seen that the mental outlook of Indians have till 
recently been such ns was not conducive to the growtli and development 
of the banking habit. Generally, people bad enough lands and they had 
not to accnmulatre money to depend upon in old ago. The joint family 
fed and clothed every member. It is only rcK^-ently after the introduction 
of higher western education that families began to sell their lands and 

CKiucate their sons who by their qualifications woie anpointeil to posts on 

large salaries in the service of Government or elsewliere ; and, as they 
have to retire in middle life, as tli^v have accustomed themselves and 
their families to an expensive style of living and as the family lands have 
all been sold away for their education, thev are anxious to save and koi'p 
by as much iw they can, so that they may have enough to live upon equally 
comfortably in their old age. Such persons having been aemistomed to 
city life settle in cities even after retirement, and thev have naturally no 
strong desire to own lands in villagers; they generally deposit their moneys 
in hanks which pay interest ever>’ six months and half a down such 
deposits assure an income every month by wav of interest unlike invest- 
ments on lands whose yield is generally uncertain, depends on the monsoon 
and is only once in a vear though atteption and industry have to be 

liestowed on them thioiighout the year. Failure of crops is also not an 

infrequent contingency which discourages investment on lands. Modern 
conditions especially in trade where every art.icle is to be had only for 
money, the raising of the standards of comfort, the modern system of 
children’s education which r€X| wires a lot of money and many similar causea 
hare all conspired to convert the Indian’s inborn desire for lands into one 
for money, for the preservation and increase of which resort to hanks has 
naiiirally hecome necessary. This has been going on for nearly three or four 
decades that the complaint now is that the existing hanking facilities are 
insufficient. Rafetv undl^r a settled Government is also a factor not to be 
lost sight of that has contributed not a little to the growth of the hanking 
habit. It has become no longer necessary to bury one’s wealth in 
wndergronnd to escape thieves or exceptional taxation or impressment by 
Goremment. The banking hnhit hw, therefore, naturally begun io groii, 
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Tb« |H»riodicikl of the iM»e«»tiient on landH in thk prorince hns also 

fx»iitnbatod its own share to dissuade people from invesiiiifi: on lands. 
There was a mah for lands in this province after the big hank of 
Messrs. Arbutbnois failed in 1906, but two decades of safe banking has 
again restored the conhdence of the moneyed section of the population and 
the banking habit to-day has become fairly well established. 

The history of industrial undertakings in the province on joint stock 
basis has been on the whole anything but satisfactory and people are 
naturally reluctant to invest their moneys on any such undertuings. If 
money is to be attracted for such undertakings, the Crovernment must take 
a large share of the responsibility as moneys will be freely mvested in such 
undertakings only if their safety is guaranteed by the Government. 
Propaganda by Govemnaent in regard to Government loans for capital 
expendfiture on industrial or commercial undertakings will certainly meet 
with a ready response. 

The opening of new branches hy the Imperial Bank of India has no 
doubt been useful as it has helped the growth of the banking habit. It 
cannot however be said that it has aided to any appreciable extent the 
starting of new industries or the expansion of existing industries. There 
has also been no groat relief to the indebtedneos of the rural population 
by the opening of these branches. An entire change of outlook in the win- 
ning of the Imperial Bank of India and of its branches will be necessary 
if flicy are to servo the purposes above mentioned. The opening of a large 
number of agricultural banks preferably on a co-o|>crative basis will l>etter 
serve the purposes of the large rural population of this provint'o and 
specin) iridusfriiil banks should bo starU'd to * aid the growth of indus- 
tries. 



Written eridenoe of T, TfAKATAXAtWAUl ATTAS 

Arargal, B.A«, Taheildar, Rajahmundry* 


I. — .4<7nVit//imil credit and credit facilities for small industries, 

1. The ortlinary aftrirulturi.stt4 in tliia t>aluk who own a)>oat 10 or 15 
acres do not generally lM)rrow money for ex]K^nHe8 for cultivation or for 
improveinont, unless tliei-e was a failure of monsoon in the previous year, aa 
tht*y keep the seeds, etc., with them for cultivation. If they have to borrow, 
they do it from a bigger ryot in their own village or neighbouring village. 
They do not go for loans to the fm|K>rial Bank of India. In the villages in 
which there are co-opevativf* creilit societies, loans ai'e taken from them. 
There ar*> not many professional money-lenders in the villagtjs of this taluk, 
<?xcept at Rnjiihmundry. When big amounts uro retjuired for purchaaiug 
lands or for marriages, the ryots go to the professional leuders at Rajah- 
imindry. For purely agricultural purposes, no loans are generally taken. 
1 may also add that ryots owning 10 aci'€'s or so have generally no debts 
and it is onl3' big ryots owning 100 acres or more that run into debts for 
marriages, etc. Ryots owning a few acix‘s theinselveH work in tho fields 
witli all the family rneinhers. 

2. Tn c'veiyr village then* are one or tw'o middle men w'ho purchase the 
prcHliK'C in the villages at the in8tan<‘e of the big mer«‘bants at Hajiibtnnndry 
and bring the prinliKy* to Itnjnbmnndry. Tho lyots aro paid then and 
there. l>ut, as the produce is sold soon after harviv^t, the prief' at that time 
is low. The merchants stcnk the pro<liice at Raiahmundn^ for some months 
and sell it when the price is high. Big i*y<its who can afrord t/O W'ait. stock 
the prcMluc<? in tlieir houses in the villagers for some months and sell them 
onl.v wlien the price is high. Thu.s, most part of the profits goes to tho 
merchant rather than to the ryots. Hundis, etc*., are not generally current 
in the villages. The merchants of Rajahimmdry wlio purc'haae the produc© 
from the villages may take loans from the hank or big money-lenders. 

3. The value of lands varies with reference to their classification as W'ot 
or dry. fertility. faciliti<*s fcir irrgatii^n. etc. Dry lands are sold fmm 
R.s. I bo to Rs. 2<rK) or Rs. 250 and w'ot lands from Rs. 200 to Rs. 800 por 
acre. Wet paddy is cultivated on wet lands, and gingelly, biidama paddy, 
choiam, ganti. ragi, etc*., are grown on dry lands. On dry lands 2 crops 
may generally he raised in a year, one after anotheft if the monsoon does 
not fail. The value of lands does not vary much, whether it is by sale in 
auction for non-payment of revenue, court auction or by private ni^otia- 
tioii, provicicni the sale is not made privaUdj^ without sufficient publication. 

4. There are no legal iinpcKliments to mortgage of lands and there are 
no land mortgage hanks in the taluk. This lieing an U|>-1and taluk with a 
large extent of w’aste land depending on timely rains for growing any 
crop, the people are generally very poor and no agricultural or land mort- 
gage hank.s would seem to f>e nece8snr>^ 

5. The ordinary ryots in the taluk are not much indebted. The rate of 
interest in villages Is from 12 to 18 per cent. It is €;a1eti1ated at Re. 1, 
ete., per mensem per cent. The return of debt is at first demanded and if 
it IS not paid, it is demandinl throu|i;h some mediators and then the debtor 
is threatened with civil suit. There are cases in which small ryots who are 
indebted to big ryots have to surrender their lands in discharge of tHeir 
debts. 

0. There are no subsidiary industries followed by agriculturists or their 
families in this taluk. 

fi-A. Hand-loom weaving is done only hy the caste weavers living in aome 
villages of ill is taluk. 

7. Co-operative banks are more popular with the ryots than the Inlperil^ 
Bank. There are no indigeifftts banks in the villages. 



JL — Indigenaui hanking, 

1. There ia no indigenoos bank in the Tillages, Ipt only at Bajahmundry 
town. 

2. The indigenons banker assists trade to a large extent and industry to 
some extent, but not agriculture. 

*3. Every money-lender lends only the amounts at disposal with him and 
he has no specnal expenses to incur therefor. The rate of interest diarged 
by him is generally greater than at the Imperial, etc., Banks. 

4. Huodis are not much used, by money-lenders. 

5, Loans are mostly granted on pledges of jewellery, mortgage of houses 
and iaatly mortgage of lands. 

0. No such cases. 

7. None, 

8 & 9. None. 

10. The money-lenders require pledges of 3 or 4 times the amount of the 
loan asked for or refuse to advance loan. 

II L — Inveitment habit and attraction of capital, 

1. If any ryot has any money to spare, he keeps it with him or lends it 
to his neighbour who may require it, until there is some opportunity for 
him to purchase land. He does not want to iiivc^st it in banks or postal 
savings banks. Money is not invested in silver or gold purely for invest- 
ment’s sake, but it is due to an inherent love of Indian a'onien for 
jewellery. 

2. Postal Cash C'ertihcates are not so popular in the taluk. 

3. Purchase of Government securities is not resorted to, ns the ryots 
nre generally poor. 

Produce is sold by ryots at the kisi season to pay off the kist and at 
other times for their domestic ex|>ense8, marriages, etc\ Big ryots lend 
money to their brother ryots when necessary at the prevailing rate of 
interest. 

4. Cheques are not used by ordinary people. They are used only by 
well-to-do people at Hajahmundry. 
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Vrlttan tridenea of tlie Saoretar j, tho NoUore Fermiaent Jfaod, 

Xdiaited. IfoUore* 


1, — Affric^tural credit and credit Jacilitict /or small industries, 

1. In ihk disitrict the agriculturat in oaob villiige gnnorally obUitit 
fiitaiKv for (a), (b) and (r) roqui remen ts 11*010 the ricli laiHUordi» and inuuey- 
leiideni in the vitlage itbelf or in the neighbouring village. 

The rates of interest for cash lent varies from 9 to 12 iwr i«ut i>er annum ; 
and, irhen paddy is loaned repayable in kind, the rate of grain interest 
varies from 25 to 37 1 i>or cent. 

Generally the loans advaiiml are repayable in the case of (a) class loans 
during the on^uing harvest, in the ease of (6) class loans during a period 
of three years, and in the case of (,c) class loans needed for failure of 
monsoon are lequired to be repaid during the following year by aliout the 
hardest season and tlios(^ for land revenue till the pi‘oduce harvested is sold 
at a favouralile season. 

The security for (a) class loans is generally an entiy in the account books 

of the lender, for (b> class loans a inort^gc or an instuliuent lioud or a 

promissory note and lor (r) class Ioiiiih h maik entry or a promissory note. 

The part playtnl by Government in agricultural finaru'e is practujally 
little or nothing; a few takavi loans grantcni by Go^ eminent do not touch 
even the Iringt* of the in*eds of the agriculturists. The uuinber of restrio* 
tions and formalities to l>e olist^rved in the matter of such loans are too 
hard and U'vond the compicliciision of the simple illiterate agriculturist. 

The hn)>erial Hank of India generally grants loans only on the security 

of the prodiu*e till such time ns a favourable season for marketing the 

nrodiut* arrives. This system does not "hedp ugriciiltiirisis owning small 
holdings. 

The district co-operative bank linaiice.s tlie village agricultural s<M.ieiies 
ahich cater to the needs of the agriculturists in the village, both small and 
big, ill res|>et‘t of requirements for the three classes of loans (a), (6) and (f) 
of the question. 

Except the Xellore Permanent Fund, Limited, there is no otln*r indigenous 
bank ill this district. This Fund grants loan.s for agriculture, trade and 
industry among othet purposes and generally reipiiri^ ilie mortgage He<;urity 
of the lands or buildings or jewels for the loans adyanccHl. The professional 
moneylenders and merchants and dealers lend monies on the security of the 
im^ouiing harvest produce. Bo tar as short terms loans capable of fieing 
repaid by the proceeds of the crop raised during the year of the loan are 
concerned, they have to be paid during the year and in the case of loans 
granted on account of failure of monsoon another year’s time is granted 
till receipt of the next harvest pr<xiiu*e on the same terms. In the case oF 
bmiis requiring a longer time to repay, a mortgage or a bond or a pronussory- 
note is taken according to the solvency of, or confidence reposed in, the 
borrower. 

It would be difficult to estimate the amount of capital required. If a1) 
the needy agrieulturista are to l>e hnaneed it may require about lls. 50 lakbia 
or more. 

The present system by ifhich agriculturists obtain finance is defoctivo in 
more ways than one. In the first place all agriculturists who need help are 
unable to get the money rooutred by them, as the grant of the loans dei>en^ 
as it does on Uie whims and fancies, likes and dislttces, of the village tnoiiey* 
lender or sowcars conoemed. Secondly, each village has got only one or 
two professional money lenders besides a few* rich landlords. Thirdly, the. 
money-lenders and the rich landlords have not enough funds to meet tlie 
requirements of all the agriculturists in tlie village. Fourthly, the borrow- 
ing agrienHurists, being mostly owners of small holdings, have to depmid 
on their creditors for all monetary help required by to meet tlmir 

other Iranis and have to drudge and slaye for their creditors, several it 
W'hom do not scruple to treat tneiu as their chattel and require every kind 



of service required hy them done grath and without heed to the personal 
inconvenience of their debtors. The agriculturist-borrower cannot refuse 
the behests of the creditor for fear that tlie latter would pounce on him 
and demand the repayment of his debt, which practically ruins him, for the 
poor borrower has none to look to, to help him to tide over his dimoulties. 
The only remedy, that 1 would think of, is the further extension and utili- 
sation of the ca-o|>erativc machinery, as wdl as of co-operative propaganda of 
an intensive character, along with the provision of cheap credit, by means of 
the establishment of land mortgage banks within the easy reach of the agri- 
culturist. Each taluk hrka should be sub-divided into smalt groups of 
aliout a doseti villages, and each group of villages should l>e provided 
with a land mortgage bank to finan<M3 the needs of the agriculturists in 
the group. Those should Ik? financed by a district agricultural central 
bank. The village co-operative society and the group agricultural bank 
should co-ordinate their activities and act in unison. Co-ox>erativc effort 
should be extended so as to provide for co-operative grain banks, and 
co-operative marketing to relieve the chronic indebtedness of the agricultu- 
rist, so as to secure a reasonable price for his prcKluoe and save him 
from the usurious grain interest now paid by him to his creditor. Thrift 
and investment habit in the agriculturist should be fostered by means 
of propaganda and by the extension of banking facilities on a co-operative 
basis, and not on capitalistic or individualistic basis, as near as iiossible 
to the homes of the small conservative illiterate agriculturists. 

Unfortunately, there is not much of co-operation fiotween the one indi- 
genous bunk (Nellore Perniaiient Fund. Liinitt'd) and tiu? other credit 
agencies. The Imperial Hank co-^>perate.s to a .very liinitfHl extent w ith the 
district eo-operative bank in giving it facilities for overdraft awoiint. 

2. In this district small agriculturists sell their crop for low prices well 
in advance of their harvesting to the sowTar or the middle man from whom 
they had borrowed on the security of their future crop. The well-to-do 
agriculturists bide their time and sell their produce at the proper time when 
a satisfactory value may lie expected for their produce. In either ease 
there is no co-operative effort liy the agriculturists to pool tbeir produce 
and to dictate their prices under wliich tliey would wish to part with their 
produce. 

At present, the owners of small holdings generally sell their produce either 
for advances received by them from the sowcar or for meeting land assess- 
ment during the kistbandi scasorf. Hich landlords stock their produce in 
their own godowns or grain receptacles to be sold generally after the next 
sowing season when they will be able to understaml the prospects of the 
coming harvest and when they can also expect a fair price for their produce. 
There is ho co-operative effort nor an idea of forming pools among the 
agriculturists big or small. If the agriculturists small and big could be 
supplied with advances for their requirements, they could be induced to pool 
their r©sourc»es and wait for the projier time for marketing their produce 
to the best advantage. Except the few loans granted by the Imperial 
Bank on the security of paddy, there are no credit facilities actually exist- 
ing for the financing of products during marketing. To bring into operation 
sudi facilities cheap money at cull should be supplied. Tliis can be done 
only by ineails of village co-operative societies which sliould lie provided 
with sufficient funds to finance those willing to form pools. The principal 
source of getting funds for this purpose in tliis district is the Imperial 
Bank whose method of working does not conduce to afford greater facilities 
to the indigenous banker, who is the village sowcar in a majority of cases. 
The management of the imperial Bank is controlled laigely by non-Indians 
at the metropolis, who cannot be exi>ecte<l to bestow anything more than a 
st6i>-iuotherly care to aid tJie indigenous bankers in their efforts to help 
tlie Indian trade. There is much difference in regard to such facilities 
between internal trade and foreign trade. The Imperial Bank gets vast 
funds from Government practically free ^of interest by which they are enabled 
to eoiapete with indigenous bankers in^ad of helping them. Thus the 
internal trade is handieapped while foreign trade has every kind of facili- • 
ties afforded to it for due expansion and earning of large proiits. 1 also 
learn that very little freedom is given to managers of the branches of the 
Imperial Bank in the matter of advances even to suitable applicants for 
help, for they have to largely rely upon the instructions of the head office 
in the matter and as su^ nave very little initiative of their own. To 
obviate these disadvantages and help internal trade it would be necessary 
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to uppoini itHligeiioui* Imiiks ot tiio liin>erial Bank or whore lione 

muKiy suitaWo agenU, taking «ufccient guaratttoe, iso that through their 
Wp and local knowledge crodit taeiltties for nnaneing ol producta during 
DEuirketiiig may Iw extended to agrictilturiHts. As it is, the Imperial Bank 
of India is more helpful to foi^ign trade and the non-ludian oxehatigo 
lianks have practically monopolisetl the ex|>ori trade in cotton, tohacw and 
other articles even in the interior of the presidency. They aro carrying on 
thetr operations in the country practically under no restrictions, though 
they are helped by the lin(H»rial Bank of India with its vast rosourees. The 
foreign banks do' not help in hnancing agriculture or afford any help to 
tlie ludigouous biuikci*s. It is therefore necessary to largely iiidtaniBC the 
liuperiul Bank of India and make it afford easy crtHlri at a low rate ot 
interest tii (?oH>perative societies so that they may extend their helping 
hand to the agriculturists. The co-opor^t ive system shall have to lie made 
more elastic and less hide-bound than it is now to enable it to suh-servo 
the interests of the agriculturists lietter. 

6. like-milling and hand-spinning are the two subsidiary indusirioB 
in this district. 

Hand-spinning niiglil be organized on a eo-opei aliv(' basis so that a 
Indter return for the yarn si>uii may lie gut and funds provided for the 
capital outlay. The agriculturist should lie encouraged to sow cotton seed 
lor his pei*sonal ust* and as a subsidiary industry so that ho might spin it 
during the non-agricultui al seust>u to supplement his income. 

9, The letuiionsbip between the ct>-oi»erutive bank and other banks lias ^ 
l>een dealt with in my reply to 1 (1). 

There is no difficulty in the matter of short Unni loans ami as regards 
long term loans while the societies rc^iuire them for 10 or more years, the 
rate of interest on long term deposits lieing fi.xeil nt not more than 51 i>er 
cent jwr annum, the district co-operative bank feels it difficult to grant long 
term loans tor more than five years and looks ft>r the c'entral land mortgage 
hank to materialise soon for this puviKwe. 

Tliere is no corn(ietiiioii between eti-opeiutive bank and other banka in 
tills district. 

!t is necessary to extend spwial exemption from income-tax to co-operative 
siR-ieties and to include delientures issikhI by [irovincial co-operative banka 
in the list of trustee securitioa. 

//. — /mhtjf'fHHiK hnnhitnj. 

1. The only indigenous bank in the Nellore district is the Nelloro 
IVi inaneiit Fund, Limited, with its headqiiartius at Nellore. The area of 
o[>erations is confined to Nellore, Kovur, Gudur. KuvaJi and Venkatagiri 
taluks, it lends on the security of hous<«s anci lands and on gold and 
stiver bullion, jewels and other articles. There are provisions for lending 
on Goveinmeut securitii^s, mortgage of delientures, stock on shares of rail- 
way companies and municipal corporations, to co-operative societies and 
on articles of inorchandiae not subject to si>eedy dts-ay, i.e., paddy, pulses, 
graims, cloths, tiiiil>er ami metals, etc., as Rules fO, 17 and 18. But 
those provisnms have not Ihmmi ijtili7.ed for the purposes owing to want of 
facilities such as geniowns, etc., and easy and cheap credit from other 
local hanking institutions, the lmi>crial Bank of India or the district 
co-operative bank. 

2. Except lending on the security of pronerty for agricultural, among 
other, purpo*^ the Nellore Permanent Fund, Limiiod, does not assist in 
financing agriculture, trade and industry. 

3. The Nellore Permanent Fund, Liniite<l, is working with — 

{a) an authorised capital of Ils. 15 lakhs; 

7^87 businesw is ropresentod by the issued capital of 
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(c) its annua! exi)ensos amount to Rs. 7,000; and 




4. When dap€Niii» are made, receipts are ittaued to the depositors. 1!lie 
interest on deposits is 2 per coni per annum on current dej^its, it per 
cent on temporary deposits, per cent on one year hxed deposits and 
6 per oent on deposits for 2 or more years. 

By collecting subscriptions monthly or annuallj^ from share-holdens and 
by deposits, the funds necessary are secured for the working of the Fund. 
Simple loans on promissory notes are granted to subscribers on their paij^ 
up suWriptionj mortgage loans on the security of movable and immovame 
properties, and loans on deposits on the security of the deposit and loans 
on the personal security on the joint security ot another person. No c*8sh 
credit in allowed by the Fund, 

5. The Fund levies interest on loans lent to 8ubscril>ers at Re. 0<8>4 per 
cent |>er mensem if repayments are made monthly and at Rs. 6-B-2 per 
cent per annum if repayments are made annually, at Re. 0-12-6 per cent 
]>er mensem on loans on |>ersoiial security and Re. 0-10-5 on loans on the 
security of permanent depc«its. As for the rates of interest prevailing 
now and the manner hy which they could Ik? brought down please ride my 
reinarks on item (1) of the questionnaire. 

6. There is no prejudice against the Fluid. On the other hand this 
institution has a standing of forty-one years and its usefulness within its 
limits has l>eeu steadily increasing as will 1)© seen from the latest annual 
report with the halanee-sheet, ret'eipis and charges statement and profit 
and loss Statement attached to it. 

7. This fund and similar indigenous institutions can Ikj made more 
serviceable by extending their oiwrations, it chea{> credit and accommodatioii 
by allowing overdraft j etc., are allowed to these institutions by the Imperial 
Bank under the directions of the Government. Credit and accommoaation 
may he given on a lila-ral scale consistent with safety for repayment on 
deposit of the securities lielcl by these institutions. 

1 do not think that any new measures or s|)ecial legislation for regu- 
lating these institutions are called for as they are working efficiently under 
their own regulations. These iiisiitutious would not mind if greater publi- 
city should f>e given to thcir transactions without altering the basic 
8tructuiX3 and which tliese institutions have l)een working 

satisfactorily all along. 

8. The Nellore Permanent Fund, Limiied. made a net profit of Its. lO.OlX) 
on its transaction (please rn/e aniiiiul leport rcleired to abt)ve). 

9. Tlie lund is obliged to restrict the amount of loans granted by it on 
account of insufficieiK*y of funds to meet large demands. Of course, 
loans aro refuseil if title to the set'urities offered by the subscril>crs is 
found to be defective on scrutiny. 

10. Kstablisliiuent of a branch of joint stock or other banks is not 
necessary, if facilities for cheap cretlit and accommodation os may b© 
r^uirea from time to time are allowed by the Imperial Bank or the 
district co-operative bank by enacting special provisions, if necessary, in 
the regulations and rules governing these institutions, 

11. Theio is no money in the hands of the indigenous bankers lying 
idle so far as this district is concern^. On the other hand, these bankers 
have to borrow elsewhei*e to run their business and meet all the demands 
made on them. 


HI, — Investmeni habit and aitraetion of capital. 

1. Share capital and deposits are the chief resources. At present there 
are postal savings bank accounts and current temporal^ and permanent and 
savings deposit accounts opened in the co-operative societies and the Nellore 
Permanent Fund, Limited. These serve only the ite€>ds of a small seetioii 
of thp population ; there aro no such facilities for saving in a large number 
of villages. By starting village co-operative societies in villages such 
facilitiA may be extended. 

There was the habit of such investment but now the people are too poor 
^ think of such an investment on any respectable scale and Ute habit of 
investment in banks is slowly being awakened in the min^ of the people. 

2. The Postal Cash Certificates are not popular. No steps need he 
^k6n to popularise them or the postal savings ranks. On the other hand, 
if stops are taken to divert the amounts d^jioaited in these aooouiits aata 
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^ jUie Imperial Banks to oo-operatitre banks, they could be tent for finane* 
a^iottltnre and ticketing agricultural produce and help the 
M^cuitural industry, whidt is the chief industry on which tli© revenue 
P^the Gormnmeiit and the prosperity of the ryot so largely depend. 

S. No special facilities need be given to the small agrionlturista to 
invest their funds, of which they possess precious little, as they should be 
made to deposit their monies, if any, in the village co-operative society, 
‘i^re they will fructify to the mutual advantage of tlie investors. Very 
few get monies by sale of produce over and almve Uieir ac^tual wants. Buen 
•f them as do get mudi more than their ordinaiy* requirements invest the 
funds in improving their holdings or purchase of new lands. They lend 
any surplus cash with them at an interest ranging from 9 to T2 per cent 
per annum. 

4. There is little or no cheque habit in this district. It is just l)egin- 
ning to become familiarised by the district co-operative central bank and 
ilm abolition of the stamp duty on cheques goes to eiUHiurage and spread 
the habit. This system finds favour with the literary classes. Cheques for 
payment to Government servants drawing over Rs. KX) will not lie of much 
use as there will not lie many who draw more than Rs. 1(X) per mensem. 
V^ernacular strripts may l>e used in hanking to extend their popularity. 

5. The banking and investment habit os understood in modern times 
is of slow growth due to the cHmservatisin of the p<M)ple, l>eing a new 
departure from traditional meihods of investments. People are slow to 
invest their savings in productive iindertakings as the undertakings gene- 
rally are carried on etsewhere and the return by way of dividend for their 
capital is not found to l>e ec|ual to the return they get from local 
investments. 

The opening of the branch of the Imperial Bank of India has not done 
any material go<Kl to the large moss of tlie public, Imrring perhaps a few 
who were fortunate in securing accommodation from the bank. 
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Wtiiten eiidtnee of UJBLAf VtTTOITTVBI VXITKATA 
PlTinr ATYA aABU, Banker, Gin, Bioe and Oil XiUe 
Owner and Cloth Mille* Agent, Gnntnr. 

/. — Agricultural credit and credit /abilities for small industries, ^ 

1. The land^ area of our disirkt is generally divided into two different 
classes, the wet lands where paddy crops are raised and the di^ lands 
yielding tobacco, cott<in, chillies, groundnuts, etc. There is much difference 
in the nature and habits of the agriculturists of these two areas. The former 
are of more extravagant habits and costlier style of living. The passing 
of lands from one hand to another is more frequent amongst them, while 
l^the dry tands^ ryots are thrifty and frugal. The agriculturists in general 
^Imrrow monies for jiayment (if revenue, expenses of cultivation, buying 
new lands and payment of prior debts. The fii'st two borrowings are either 
made from bigger ryots or commission merchants in town through whom 
they are^ obliged to sell their produce, paying them a commission on sales, 

’ in addition to the interest charged upon the borrowings. When money is 
required for buying lands, celebrating marriages, etc., they have to 
approach the indigenous bankers or co-operativo societies. In both the 
cases of indigenous bankers and the commission merchants, interest is 
charged from 10 to 14 per c‘ent per annum. The lands arc mortgaged but 
the security of standing crops is not acH'epted. The practice of collecting 
the interest or the jitincipal in kind i.s almost extinct though it had its 
booming period some fiftenm years ago. 

2. As for marketing, the ryots in the dry taluks are now'^ able to sell their 
tobacco and groundnuts direct to the exporters while for chillies, paddy 
and cotton, etc., they sell through commission merchants, who very often 
advance money against the prodiu^e delivered, and stock them on their 
behalf for a time to fetch the best price. IVIercbants or big ryots in tbeir 
turn borrow monies from joint stock companies or the Imperial Bank 
against the collei^ted stocks. Very little of this business passes into the 
hands of the indigenous bankers due to the difference of rates of interest 
charged. There is not much scope for forming pools for the marketing 
of produce. In tobacco the agriculturists are put to a great deal of handi> 
cap in dealing with the Imperial lioaf Tobacco Development Company, 
as they have got their own methods which are ununderstandable to the 
ryots hired away in the beginning, but which ultimately give them 
disappointment. This system has to l)e investigated and improved to the 
advantage of the ryot. In course of time co-operative societies may still 
bo made more useful to the ryots in many other ways. 

3. The values of lands differ very greatly according to the crop raised, 
the nuality. the localitv. etc. The wot lands are valued from Rs, 700 to 
Rs. 1,800 per acre, while the dry ones cost from Ks. 250 to Rs. 800 iier 
acre. The values got either by private negotiation or court sale or revenue 
sale will almost be the same but largely depend in the latter case upon 
the publicity given. The farmers are not turned usually into tenants. 

6. The agriculturists do not find einplovment in the fields throughout the 
year, ^me engage in coolie work or carting in towns near by. Quarrying, 
hand-spinning, hand-ginning, rope-making, brick-work, band-loom and brick- 
laying will successfully prove as supplementary industries, though the last 
two are followed as primary industries bv professional oeople. Manv other 
industries de|>end upon the resource of the locality. Quarrying and stone 
polishing of a particular kind of stone, available only in Palnad taluk, can 
best*^ be organised on a sound and paving line. Of all the suopleinentary 
indus^ies hand-spinning is the best which can find employment for young 
and Old, skilful or unskilful, male or female, and irrespective of any other 
resources, quality, locality or traditions. This can be made most universal 
and can provide engagement for many lakhs of people as no other, Tlie 
charkas can be distributed by co-operative societies and all transactions 
can be done in kind, e.p.. receiving yarn, giving nfanures or cloth or 
agricultural implements. Hand-spinning in its turn entails still subsidiary 
industri^ as carpentry, hand-ginning. 

The warehouse system though admittedly better is not practicable in 
miifassal places except in cities like Madras. It saves a lot of insurance 
charges and trouble to bankers* 
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^Plie rccoipta, delivery ordere, hills, e I'egistered iKmt chalaii, 

luri^m commercial practice rocognmed aa rights of ownership. They may 
he recogniaed as such in laa' also. 

* ^ //. — Indigenous Banking, 

1 . The Maraaris, niigratwl from tlio north and the rich i>cople in the 

district do ioriu the indigenous bunkers. Kither they do not rix'tdve deposits 
w some preiudii'O exists towaixls thcmi. They Iraile with their own capilul 
and up to their own capai'ities. But the Murwuris draw their rnoneyH Jrorn 
Northern India at a very cheap rate of intcivst of 4 or 5 |wr cent and 
thus sell hundis on Bombay when requiring money. It is why rates of 
exchange lor hundis on neur towns like Rajahmundry, et<\, are more than 
for Boinhay. They give short creilits without fixed period so as to lie able 
to demand either money hack or raise the rate of interest immediately tfie 
rnonev-markei gets tighter. The interest wdll Iw from T2 to 20 per cent, 
but f>eing colle<*ted every two, three or four months gives them a still. 
Iietter return. Moneys are not at all lent agninst mortgage of lands by 
Marwaris. Ther«' i.s not muclr co-oneration amongst themselves or with tho 
other indigenous hankers. But when one Marwari suspects the solvency 

of a party, he generally broadcasts it amongst the other Mnrw'aris and 
they altogether rush to the debtor, sit »in his neck, give hiln no breathing 
tune and fori'e him in several ways. Even if they are assured that the 
debtor has g<KKl solid properties, which, if sold at a little leisure, will fetch 

goo<l pri<»€*s ami that a better dividend, if not full discharge, will ivail- 

ahle to the crcslitors, they do not wait. There are many instanc'es where, 
if not for their forc<\ many insolvents aoiild have Ik'oii saved the situation. 
Due to their high ratos of interest they have got a goiKl margin, n sort 
of self-insiiraiK*e it looks as though against had debbs. 

The other class of hankers generally lend on pro-notes and mortgages for 
longer perimls of one year, thrc'e years or more, pro-notes lading reiieweil. 

The rates ot interest charged are from 9 to 14 per <*fmt. They are more 

lair and reasonable in their dealings with their clientele. 

2. The indigenous !miiki*r.s in gemwal finaiiis* trade and industry, lend on 

pro-notes, inortgagivs, against pnKlius* .sto<‘kiiig, and ex(*haiigo of hundiK. 
No other nidlii or co-operative system of lianking as in Southern India 
has existence hero, Onlv the Imperial Bank and the Indian Hank have got 
branches here, the being i^tahli.slHMi very recmitly. Bigger merchants 

owing to the insufficiency (»f credits aIIow'ckI to them in the hanks, th(‘ 
nec'e.ssitv of c'o-obligants and otlico* fornialiiies. and small mcif^iants ha\o 
to approach tlie indigenous hankers for business capital. The Marwaris 
w’ill la? financing some indiscriminately wherehv the merchant in such cases 
does business and takc>s risk whic*h his status (»r his ciijuicity dcssc not 
justily, ultimately resulting m fiiiliirc*s. The* Marwaris do always offer 
the facility of c-ash credit system, adthont the ncH^c'ssity of co-oblig:ints* 
signatures. The hanks are not giving this facility ot c-ash credit or over 
draft to their clientele exccqit in verv fc'w favoured c‘asi»s. Thc^se systems 
ought to 1)0 more free and should lie introduced on a inrgen- scale. 

n. The indigenoim hankers may not agree to l>e snhjecf to any rc*giilation 
regarding publicity of their acc‘ount«, etc. As they do not rei'cdve deposits 
at present, they do not see their obligation to anybody in tho matter. 
Excepting Marwaris, others are not purely hankers hut are pcmple who 
have got their own other businesses, lands, godow'ns, etc. Tliey do not have 
separate accounts but mnintnfn joint accounts wherefrom it is next to 
ImiKissihle to separate either the im*omc*s or ex|)enditure strictly in rc'ferenee 
to the different kinds of sources or transactions. Tim ver>’ high rates 
of interest prevailing signify aniplv that thei*e are neither surplus funds 
in their hands, nor any money flowing into provincial capital, and probahlf 
#they ar© unable to aeeommodate all demands made of them. There is not at 
present mucli relation between the indigenous hankers and the banka. 
Even the co-operative hank (district) is only treated as any other big client. 
The discounting of bills (hnnd^) is not at all in practice, Tlie Imperial 
Bank attempt^ at its introduction but gave it up in one year. There 
is miicli that can he done in this fine. For it to liecome |)opu}ar, tho 
heavy stamp duty now attached to it should necessarily he reduced. It 
should lie almost an alternative instrument for a pro-note in regard to its 
expense. The hill discounting is the only link that can l>e forged to form 
a connection between the hankers and the hanks. This gives the hanks 
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ft ftftfer way of invesimoni and the bankers can rotate more cltt^tial in 
hanking than otherwise, like the Mnltanese. This is a healthy sjralem 
capable of much improvement and may necessitate in course of time a 
clearing house. 

Fathans and small money-lenders lend to the poorer classes of society 
against gold, etc\, at such abnormal rates of intei*est os 20 to 30 per i^nt. 

Regarding the land mortgage banks. I suggest that in any scheme it 
should not be allowed to lend money for other than certain purposes, e.g,| 
buying new lands, making permanent improvements or payment of prior 
debts^ if such are provea to have been eontraeted for similar purposes. 
Lending for marriage expenses, etc., are only promoting extravagant 
habits and ways of life. The tenants of the lands mortgaged, if other 
than the owners, should l>e made to have a sort of connection with the 
lenders. The debentures to l)e issiie<l to raise the <‘a|>ital of such mortgage 
hanks should of course 1^ hacked up w'ith Government security. 

The costs of reference to title and ownership are undoubtedly heavy 
and admit of much reduction. T would also suggest a list of registertnl 
genuine indigenous hankers in the District Registrar’s (like that of 

medical practitioners). With such bankers by depositing the title deeds, 
and executing of a security (trust) deed liypotncK'ating properties, the 
transaction should be in law mode as gewd, valid and enforceable as the 
mortgage decnl. This method is in vogue in cities and can safely with 
some precautions be adopted in other towns also. It can be made obliga- 
tory upon such bankers to furnish information of such transaction to the 
registration ofBce w'ith some fees to register it in their Inioks for refer- 
enr*e. It is also highly necessary to make law' courts inform the Registrar’s 
O/hce of court attachments, swuritics, etc., jis the non-availuhility of which 
information has been often instrumental in dee<dving money-lenders. 

The process of law in recovering debts either by hanks or bankers is 
not becoming too costly but allows much procrastination. The Government 
should he aWe to devise some simpler and easier methods. It is not out 
of place to remark that the Insolvency Act, is very lenient towards its 
debtors. This is more terrorising the creditors than is useful to the 
genuine debtors. The prosecution for concealment of properties and false 
representation of fact^s should l>e made automatic and rigorous. The Govern- 
ment may also employ the Criminal Investigation Depart nieiit to find out 
bogus failures filed to deceive ereditors ns distinguished from genuine 
failures. The i>rocedtire followed in insolvency courts should l>e quicker in 
operation. 

Wliile reduction in stump duty on cheques improved their use in cities, 
it has not had the desired eff«s’t in other pla<’<'s. The bank.« can do much 
in this line if they want. The chexjue should he encouraged a good deal. 
The people of these pnHa invest their savings in lamK. gmlowns. honses. 
and such other solid properties which tend to raise their status in society 
and mark their solvency. Investment in Government se<niriti#»s and 
Postal Cash Ortifioates is not popular. A change is liow’over needed in 
relaxation of restrictions imposed on endorsements, etc., on these bonds. 
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Written eridenoe of M.S.By. J. GOPALABOW CHOWSABlT Gani, 
M.A., District Labour Officer, Guntur. 


PreambU. 

Ciiuditiouii of liunkiug in this district and its development in the 411*0011011 
of facilitating agriculUiral (004111*%? do nut pi'eM'ntly und dimily affect 
the intere^^tH of the landless depressed class man and the small peasant. 
He gets crtHlit from the IxK'al money-lender and in some measure from the 
co-o|>erative organ iaations unci ordinarily from the caste ry'ot who employs 
the depressed cl^ man and exploits his labour and 1 am thendore ohligiHl 
to leave a considerable portion of the ouestionnairo wliich has no direct 
and imim?diate l>c*aring on the agricultural interests of the ileprosseil classes. 
1 have not chosiui to answer inirtions of the questionnaire which demand 
tei'linical and expert knowledge in banking. 

/. — Agrii itltural ( vatit and credit facilities for stnall industries. 

1 . (o) t 4 » (c) The ryot <I(h\s not heavily lunrow lor Ins ciritivation, siindi v 
expenses l»eing met either by his savings or hand-loan. He could not help 
seeking credit from the village sowcar for permanent iinprovetneui to his 
iaiid liurdened with u heavy rate of intemst. The Government coiiios to his 
rescue during thwid und famine hy grant of loans under the Agriculturists 
Loans Act und the Lund Improvement Ivouns Act. - 

The ratt *8 of interest olituining in this district vary from 9 to IB per 
cent. The i>criod of loan is ordinarily one year rising to a imixmnim of 
throe years. The Uoidency t^> afford irinlit on pro-note without additional 
set^urity is now ilisHji|K‘uriiig. land mortgage system taking its plu(*<\ C’rmlit 
on KCHUiity of standing ( lops is l>c‘coming popular in parts of the district, 

The agricultural linafice of a .small ryot is nsmiliy met by the agricidturul 
bank, the Government undertuking in a few ca^s finant’cs of depiesHod 
class Umants socndic> liy grant ol agricultural loans. 1 hi' professional 
inoney-letidej’ i.s not yet replaced hy any sysieniatiaed bunking in rural areas. 
Th<* lm|>ciial Hank ol India finances tradesmen and solvent agrii-ulturists. 

2 . The piactiie in this district is that the producer or the middleman 
conveys Ins prixluce to the nearest market and aella it to the Iixal coinmiH- 
tiion agent and godow ii-keepei*s who live on profiteering and exploiting thtt 
protiucer. 

Jt is time to organise stort^ and .suies co-ojierative jsocietiofe for market- 
ing tile pnxluce and for its sal© on co-operative basis ho as to eliminate 
the middleman and his piofi tecring business. Hut the necessary co-o|x*rativa 
education and business capacity are wanting and the initiative must for 
the present lrt> forthcoming from the edmated iion-oiticml liodies or from 
Governuient. 

3 . (a) to G) The value of goixl lands in this district grown with 
Oiflorcnt kinds of important crops may be ostimaU*d as follows: — 


Lands grown with wet paddy 
Do. with turmeric 

Do. with groundnut crop 

Do. with cotton . , 


Ibnnn to 2,fi00 per aore on the average. 

2,500 to 3,000 , 

300 to 600 

200 to 800 


Tho values of lands are affected by the following circumstances prevailing 
in each locality : — ® 

yit-inity of lands to tranals, tanks or other irrigation facilities. 

/ov .)L*^’****^y lands to roads, donkas and oilier coniniurueatioriH. 

(3) Distanc'C of iaods to Inliabited villages and railway atationa. 

/Iv th<> soii of tJie lands, its rejiairs by manuring, etc. 

(5) Competition of ryots for the cultivation of land. 

(6) Solvency and financial stability of the owner. 

(7) Nature of crops grown on tlie land. 

(8) General rtiiidition of the rainfall during the vcfir. 

A„ W «-"f«IHi<m of -.export to other districis and niovinces 

due to failure of monsoom there. * 



ii ‘m generally the landb of poor boil that are brought to Government 
auction tor nofi«payii}ent of revenue. Value ot laiidb bold in crourt auction 
will ordinarily lie losih than what it may fetch by private iicfgotiaiion afc 
iiio landa in that cabo will l>e bold bubject to iiiortgageb, previoitb debta 
and other encumbrance involving civil litigation, delay and c*ourt 
exponbOb. 

4. The '' Hindu Mitakbhara law ** conferring equal right and enjoyment 
oi the aiuestral pru|>ertie» of a Hindu family to all tUe mule undivided 
tnoiid>er» ol a joint family ib in iorc*e in this Prebidency. Ab bucli, any 
inemlHir of a joint Hindu family cannot indepeudently mortgage, bell or 
otherwise dispose ot hiM ancestral properties without the consent of hia 
co-parceners. For this purpose he must first etfecl partition of his indi- 
VKltiul sliure ol tiis taniily pnip<»rty lietore he disposes ot or mortgages. 
Again, the rights of a Hindu widow are very ]imite<l. She cannot moil- 
gage or sell her husband’s property without the written consent of her 
husband or his legal heirs. In the case of minors also the guardian has 
limited rights in resiUMl of the disposal of bis properties except f(*r legal 
det)ts previously incurred l>y tbe iuinor’.s father. These are so.ine ol the 
legal impediments in the mortgage or disposal of the agricultural holdings 
111 the district. 

It is liiglily ilesiral»le to open agricultural and coininerciul mortgage brunch 
bunks 111 all central and important villages and towns providing facilities for 
agriculturists for cretlii on the security of lands or standing crops or x>ersonul 
security, as tbe <*nse may be, at a luvoiirable working rate ol interest. 

The maintenance of a record of rights of each, individual member of a 
joint iliinlu fuinily iti respect of his ance.stral properties and subdivision 
and partition of his share of lands on ground with permanent demarcation 
and corresponding tnilries in revenue records will avoid disputes and counter- 
claims by parties. 

5. (a) to (f) Debt is incurred for purposes mentioned in the question 
us also lor construction of houses. I’ho credit is very often worked on 
jewellery, niarnuges and uiireiniinerative purchase of clothing and lasliioii- 
atiie wear. The peasant debtor does not know the uses and functions ot 
credit and lieconies a helpless wreck in the misuse ol liis credit on litigation 
and liquor and liceiitiouH living. The debt is largely due to protessiunal 
iiioiiey-ienders and in some measure to co-operative banks. 

The rate of interest generally charged in this district is 12 per cent 
per annum varying acc'ordiiig to tlie needs o) the borrower, his iiriumdal 
resources, etc., and is lent on promissory noic^ ranging over three years 
and also on luortgage honds lor a period not e.xceediiig five to ten years. 

'J’lie payment ol debts is usually enloreed at the time of liarvest season 
by taking over at the prevailing market rate the produce of the borrower 
reiuuiiiiiig iii e.swss of his requiremeiits for the ensuing year. 

The j[)rot*ess ol the landed property iiassiug on to the hands of the 
cretlilor js developing rapidly that it takes away Ironi the actual pur- 
chaser the incentive to produc'e more and more efficiently. 

(i. 'riie supplemental industries which help tlie smail ryot arc the 
following: — 

(1) Weaving and tanning. 

(2) Poultry farming, manure gathering. 

(3) (’attle breeding, carpentry. 

(4) Masonry and vegetal)le growing in baekyardN and 

(5) Fuel making and quarrying industries which could be organinG^ 
and lostered tbrough the iiieehanisiii ol a co-operative society. Able-bodi^ff^ 
men, if trained in these industries, will earning members of the 

and women useful partiiei*s in building up the industrie-s. The ex|H;riin#i|1|f 
of starting one or other of these industries in different centres of 
district tktough co-operative organisation may be tried but the initiative 
capital, neither of which the men could supply, for a start, must be foil®-, 
coming Iroiu a central eo-o|>erative bank in tiie sha|»e of a t*o-operative loan 
with all the attendant risks of short or non-payment in the event of possible 
failures. The labour of men in a selected area is an asset to the industry 
winch t^o-operaiive effort sets up. These industries are so eloselv allied to 
ngiiculture and farming that the genius of the i>easaiit is so well fitted to 
handle these industries that their success us a sourte ol supplementary 
income to the family is praatkaily certain. 



7. The pre^ut diflicuity of Uitj (XM>perative Imuk is in affording oo- 
f^rativo credit to. the individual peasant Inirrower on tdiori>tertn loans 
for his agricultural needs just at the time when he wants it. The elaborate 
machinery of ins|K^‘torial staff and supervising unions is often a source of 
delay and by tlie time tlte loan reaches a ryot he will have no use for it. 

II, — Indigenous bonking. 

Indigenous banking has not inado any iiiarkiHl progress in this province. 
Fur <nio thing the seientiiie principles of banking are nut undersUHKl 
and there is not the necessary trained staff to keep the iHKnks and conduct 
business on modern lines. Private banking is more full of prejudices than 
]iriiiciples. 

6. The rates of interest are heavy in cash and the produc?e from the 
Iwrrower is purchased by the creditor at the latter’s quotation. I do not 
Mievo that any education in the rates of intei'est c'onfers substantial 
benefits on the agricultural coinniunity as that would lead to a definite 
resort to heavy Inurowings lor uneconomic purposes and encouragcMuent of 
thriftless habits. 

Ill,— Investment habit and att rartion of capital. 

There are adec|uate banking sources* in the district, e.g,, the Impel iul 
Bank and the co-operative bank. These are also soiirt'cs of investment. 
Postal savings bank is popular among ofheiais. 'rhere aro also co-onerativo 
thrift scK'ieties to encourage saving habit among the |MKn‘er lot. hut the 
peasant neither borrows nor invests in these organizations, the \illage 
money-lender being his iininwliate bank. The rich man buries bis capital 
and investment in land is iHHtuntng increasingly popular among all cliisst^s. 

It is innate in human nature to divert capital into ornaments of gold 
for persona] decoration.s and the Indian ryot is a glaring example of this 
WHsterful habit, 

3. The Indian ryot ha.s no uitimaU* use for the moneys wdiicb come into 
his bunds from any source exco|>t to keep his l>ody and soul togethor. 

Intorleiuling among the agriculturists subject to usual rates of interest 
d(Kfs occur in some instances. Surplus money in a prosperous year is divided 
jewellery and land investment. 

5. 1’lie banking and iiivo.stment habit in India is admittedly slow. Tlie 
prime cause for tliis detent is in their philosophical imtlook (of renuncia- 
tion). The business lapacity. initiative, enteij>risc, lively interest in an 
iindei taking, scientifu* training and I'dncation in Imsine.ss metliods wliicli 
are the striking features of Western commenn* may be cultivated on 
Indian soil in the wake of ladter opportunitie.s lor tiuining, education and 
practical cmiciiing. 



Written eridenoe of M.R.Ey. K. 8REEN1VASA BAO Oara« 
Chairman, the Municipal Council, Hindupur. 


1, — Agricultural credit and credit iuciliitts for Minull ifidu:strie$, 

1. There no re<^ogiii»e<l i>ye>teiu woitli the iiaioe hy which the 
iigricultui ijirt ohtaiiiK hi«i fidun'cc except perhups tlie tew umuunts under the 
fakavai and the co-ojiet utive loaiLs. He is generally allowed to (diift for 
hiiribclt and he tne^ to tap all poN8ihle huurcejN lor getting his tinances. 
The lai'ger portion of hih re<|uireiiientH iw hocured iroin the village money- 
lenders wlio are also generally the iiiiddieinen dealers and merchants in the 
produce raised from his fields, lie makes no difieience l>i^tween the various 
amoiiiits reijuired lor his nc<*ds nor does he l>estow anj^ thought as to the 
productivity of the loan or otherwise. Failure of monsoons is a common 
leature and the want of other irrigation facilities always results in iailuies 
of crops and <x>iiii)els him to borrow a.s much as ho could to maintain 
himseil; his family and lii.s tattle from year to year, lie is generally indebted 
beyond his repaying capacity. 

interest on his borrowings is generaliy cliarged from 18 per cent to 36 
per €* 01 ^ and the period alloaod to him by the lender is till such time os 
the interest aecnmulaU*s to such a high figure as to make him feel doubtful 
as to the sufficiency of the security pledged for the loan. 

The transactions generaliy i)egin as a sort of running account without 
any kind of security or even any document to evidence the same and as 
they develop the grip of the lender is tightened and tlie borrower is then 
compelled to secure the loan l>y a tno-iiote or by the pledge of jewels or 
other movable property such as his cattle, implements, etc. When matters 
grow worse and when the lender is sure of his hold on the Inirrower he 
induces or insists on the mortgage of his lands and houses. After this 
Stage it may be safely presumed that the agriculturist lias borrowed more 
than be can convt‘niently repay. Such cases are, unfortunately, too many 
ill our district and until some* satisfactory solution for their .salvation is 
found and ai>plied, I am not hopeful of impressing them effectively with 
any suggestions for improvement in oilier directions. 

More than the rate of interest charged on such loans, the other condi- 
tions sometimes written and soiuetiines agreed to orally are more horrible. 

'Fhe pari playetl hy the Ciovernment or tlie co-operative societies through 
their loans is very small as compared with the village money-lender and 
it is perhaps due to tlie way in which flu* former bodies issue their loans 
with due caution and collect tliem more vigorously. Tlie Imperial Bank, 
the joint stock hanks or indigenous banks do not generally finance the agri- 
culturist direct, lor his farm yard operations. They advance loans on the 
security of produce or on forward contracts when it is harvested and pas.ses 
to the stage of marketing which is generally undertaken through the 
merchants in urban areas. 

The only remedy that is possible is the improvomeut of the economic 
position of the ryot by making him prcKliice more and teaching him hy 
oonatant education, and also due control where necessary, thrift being 
exercised by all possible means. 

2. Co-ojwrative loan and sale .societies, if properly organized and 
manage^ will in due. t*ourse develoj) themselves into pools of co-oi>erativ© 
effort. The tendency for tlieir hasty organization at this stage should be 
controlled. Pools of merchants or other dealei*s will weaken the position 
of the agticulturist still more and shoiUd be discouraged or prohibited^ 
Except in the few’ cases where the public are tonnected with some ban]^ 
within their easy reach, the facilities available for internal remittaneee 
are only through postal money orders and insured Jettei’s. Even where 
bank drafts are available, large amounts are generally sent through postal 
insured covers in half notes to save the bank commission. The banks must 
be widespiead and their commission may be redneed to a nominal amount. 
The net work of co-operative societies from the village society to the pro- 
viacikl bank, if properly made use of, is the best Way of improving the 



Internal remittances through cJieques, drafts, bijb and hundis. The stamp 
duty on hundis iimy )>e aMishe^i altogether or roduted to a nominal 
amount. 

The Hindtipur Co-operativo Town Bank is doing a giWt service in 
acre)»ting hundis and drafts issued hy its ineiiilters for collection fn>in out- 
ride stations and |iays the nroceeds' on realisation. They are doing Uiis 
Cosiness satisfactorily and their attempts iimv he improved hy se^mring 
them the necessary facilities for the samo. There are a* number of well- 
managed co-operative hanks and societies in almost every taluk headquarters 
and also in inany important villages and their serviced ran lie nliliaed for 
the improvement of this husinesR with advantage and cheapness. 

Merchants and commission agents also issue their own hundis and drafts 
and accept hundis and drafis drawn hy others hn* hoing un^mI as their 
remittances at the place of the drawees. In such cases they either diecount 
the drafts outright or agree to pay on i*calif,ation. Railway rcH'oipt.s and 
hill of (‘osis arc also generally enclosed with the hundis. 

4. Tn any scheme of land mortgage hanks intended to provide the 
long-term needs of the ryot it is essential that provision should invariably 
he nmde to advance under due control to the rvots a sum sufficiently large 
to effectively start them on their business. The advances so made should 
he sufficient not only to relieve them of their existing debts hut also to 
leave a surplus to serve as the initial canital with which to improve their 
lands and ensure increased returns. It is also imperative that the period 
of repayments should he so arranged as not to compel tlie ryot to have 
rocou!*so to further honowitig from any other source <ir wdl the lands and 
other property, to repay- his insfaltueriis in the land mortgage hank. The 
loan should he rocnverfsl in small driblets from the margin of profits reali7.e<l 
hy him from his lands hy spreading it over a very large number of years. 

We are tol<l that oven iu <ouiitries like France, Ireland, Denmark and 
the Fnited States of America where the economic position of the ryot is 
d^K'idedly much l>et.tor and his ways of production are much improved, he 
is expec'ted to rei)ay towards his long-t4U*in mortgage loan about 3 to 7 per 
cent only of the loan lM)rrowe<l including the principal and interest. 

The latest scheme of the land mortgage hanks in our province approved 
by the Government provides only for about twenty years* time and the 
l>orrower is expected to pay towards Ins interest charges alone about D per 
cent. Aoparentlv it is hevond the capacity of the borrower to repay 
punctually at thi^ rate without recourse to further horrowings. The main 
ohiec‘tion to redms' the rate of interoNi or increase the period of repay- 
ment is that the land mortgage hanks will not bo able to ral»e its funds 
for a longer period or at a lower rate of interest to allow' lending at more 
reduced rates. \ece.sHi|rv sten.s should therefore be taken to create the 
rerpiired supply to meet the dtunand and not attempt to cut the demand 
acwrding to the supfjlv ns othcfwise the success of the scheme has to he 
doubted. If sufficient funds from private sourcH»s could not he scHured at 
lower rates for longer pei iods than are now contemplated, it is the duty of 
the RtaU» to come forward with a lila'ral imlicy cif supplying the necHwary 
funds at a nominal or no interest, especially in the initial stages. The 
Rtate loans may carry a rate of inf crest on a graded scales after allowing 
it free for a few years. 

Provision should also he made to grant exiemsions for repayments in 
vears wdien the rvot f^nild not rais^* any erops for reasons lieyond his csmtrol 
such ns floods, famine* and |w»stilence. such extended instalments being made 
repayable at the end of the period granted for the loans. 

Tile funds required for the land mortgage hanks should l>e raised through 
debentures guaranteed hy the State and also suhscrilifsl hy them to a limit of 
half the extent. The rate of interest to l>c naid Ut private investora may 
he arranged ncccwding to supply available hut the investment of the 
Oovernment should lie free for the first four or five years and then increase 
on a graded scale. The borrowers also should lie eharged proportion atelv 
on a graded scale so as to make it pomthle for the sum to he repaid with 
the net income on the lands for principal and interest included. The 
Government may secure its interest hy putting in its representatives on 
the managing bodies and taking sufficient safegjiards to step info the shoea 
of the hanh as as any mismanagement is manifested, 



7. The Iinperiai Bank of India has granted overdraft and eash 
credit accommodation to all the co-/>|Mn*ative c*eiitral hanks and to a fcTi* 
town bankfi for bein$( used as their fluid resources and for their short-term 
loans husiiiesii. A flat rate of 6J per cent |>er annum is generally charged 
as interest on sutnK drawn. If the facilities for reniittames to and fro n^^ 
these a^^unts can he arranges] through the Government treasuries and suYgm 
treasuries wherever there are no branches of the Inipc^rial Bank of India to™ 
the town hanks alfio as in the cose of central l>anks, it w^ill he a substantia] 
holp to the co-oi>erative hanks. It is also desirable to connect all w'oll- 
nianag^ and efficient taluk headquart<»rs soc*ieties with the provincial co- 
operative hank, direcftly for purposes of improving their banking operattona. 

"f.. 

Joint stock and indigenous hanks have no dealings aith the co^peratife 
hanks except perhaps in rare cases w'here tliev use the co-ox>erative hanks 
for depositing their surplus amounts if any. But no portion of the funds 
of a f'o-operativo hank is allowed except with the special sanction of the 
Begistrar to he invested in any joint stock or indigenous hank. There is 
no comfH»tit-ion in our district lietween the co-operative hanks and the joint 
stock hanks. 

Short-term capital in co-oi>erative hanks is sec'ured in sufficient quantity 
and there is no difficultv tihotii it. There is at pres«uit much difficulty about 
long-term capital and it is expected to he removed after the formation of 
the land mortgage hanks. The amount of extra capital roejuired for flnaiu ing 
the co-operative movement if it has to einhraoe all the deserving persons in 
their areas and finance them for all tlieir needs must go up to a very large 
figure. Based on a rough estimate in respec-t of n typical village, the 
preseuit capital of the movement should he increased to at least flO to ^0 
times. 

Further to the concessions now enjoyed hy the co-operative movement, 
the various aoiujossions recoinmended hy the Boyal Commission on Agriculture 
may wdth advantage l>e secured for the niovement. F]esid(*s the inclusion 
of the debenture's issued hy tlie provincial co-oporativc hanks and the land 
mortgage hanks in tlie list of trustee s<*curiti<'s and the guarantee of interest, 
direct State aid is also essential in the initial stages to solve the question 
of long-term capital. The State should advanc'c a large proportion of the 
funds required (as in the case of the American Federal Farm Board) and 
oven be prepared to advance the capital with a nominal or no interest. 

Iff. — f nvf. stilt enf hnhit atuf nffrnrtiini of 

1. Postal savings banks, fx>-operative societies and nidhis are the 
only institutions in our district liesides the purchase of lands, houses and 
nrnnments. for encouraging savings and invc'stment habits in small men. 
Post offices, lieing few and far between, are not within the easy reach of 
villagers, Nidhis are also generally .situated only in taluk headquarters 
and are not easily accessible to villagers. Co-operative societies, though 
organised with the main ohjoct of encouraging thrift and savings in their 
meinliers, are almost a failure in this direction. They have not as yet 
created the nt^cessary confidence in the villagers to trust them with their 
investments. The formation of central hanks for financing these societies 
has also tended to make the In tier depend more on outside help than learn- 
ing the habit of self-help. Even in matters of education, supervision and 
inspection, these societies exhibit a state of helple.ssness rather than self- 
help and independence. 

4 . The effect of the almlition of stamp duty on cheques has been to 
induce a number of small investors to make use of them in large numbers. 
Tlie very idea of drawing a cheque carries with it a feeling that the drawer 
has something to his cr^it in his hank and every time a withdrawal is m 
made he is sure of calculating what his balance shekel is and how he should 
further manage his expenditure according to his balance. This is the 
practicar wav of teaching thrift to persons especially of small means. Any 
amount of theoretical propaganda without the practical side of it will he 
of no use. An ounce of fact is better than a ton of talk. A cheque drawn 
on a goofi hank creates some sort of respectful feeling in the payee also and 
indtices him for further relations, he they mercantile or otherwise. 

A free use of cheques is now made hy professional men and merchants 
living in urban centres in the close proximity of banks only. Much more 
than the spread of vernacular scripts iu hanhs, it is necessary to estahlish 
a network of good and stable hanks within the easy reach of every villager, 



if not in every viltage. TTntil this m done, the tendency of people to iiu^ost 
their eurpluses it any, on go!d or lands cannot l>e prevented, as, at present, 
tbongh not ec'onomically sound, these are the only inethoik of safe invewt- 
nientH available which can be readily converted into cusii either by wdo or 
by pledge. | 

5. It is true that the banking habit in India is of very slow growth but 
the habit of investment is firmly exStablishcHl thougli in its own way. 

The slow growth in banking is due to want of facilities near at liand and 
the ahsonc^e of hanks nearby. A large majority (»f ptsiple are loo poor and 
their incomes are very low and as such they will not be able to save enough 
fhr inv’esting in hanks. 

The few, that are able to save something, are not slow to invest hut they 
too owing to the absenc'e of hanks near at hand or due to tln'ir ignoramH^ 
invest on unproductive undertakings such as the purchase of ornaments, 
etc*. Rome of them use their savings in lending to their fellow ryots or to 

their tenants and labourers or invest on lands and their iinprovemeiits. 

Purchase of lands and ornaments is also made even with borrowed money 
at high ratx>s of interest. The argument that is advamiHl Ijy sucli pisiple 
when cpiestionecl about the wisdom of such undertakings is that by this 
metluKl they are saved the capital, by liquidating tiie borrowcHl amount in 
small driblets every month from their earnings and that this eonsidoration is 
enough for tliein to neglecd the apparent loss of interest on their lH)rrovvtKl 
amount. 

In conclusion, I wish to impres.s upon the CVimiuittee that any improve- 
ment in hanking in India cannot he considered os satisfactory unless and 

until it spreads into every small village and serves the needs of the rural 

ryots who an* known to he Hd per cent^of the total population and it is 
they who rcspiire the utmost attention in financial matters. Banks wdth 
top heavy estahlishinent charges cannot survive in villages at the pix'scmt 
stage of their dovc*lopiiiont. 

Tlie only way of n'adiing them sniisfactorily must therefore he only 
through a network of well organiwsl genuine eo-of>erative so(ic*ti(*s based 
on their true I'o-operative ideals of sclf-liclp, thrift and Bolf-reapect. 


Ni). — Dated — - 19 ^ 

H. VENKATESAIAH & BH0TIIER8, 

Grour?(/nf(l Merchants and Commmion Agents^ 

IllNDUPUH. 

sbiixnii cpiiijf, _.7r*68« 

^otk> dS'ofi#j6bo€Oj T^o/i 

Tr«|| 

& 

^^axoOi5r*i6M7r*j^ OKn DV' 

QoO a&^^CX»O0_ ODJ^ tfuooS ^O00O*CS&r*l& 

j5r»»»^8b "Aico aiTcoSb 

v) 


Rs. 


33 





{Tramlation,) 
Vicforif to Sri Jtaina. 


No. 


Dated 19 * 

11. VKNKATESATAH & BROTHERS, 

{Jroitndmtt Merchants <(• (^fmmission Agents^ 

HINDUPUR. 


To 


M.R.%. Gam, 

Wo, R. Vonkatosaiah A: RrotherH, after making our salutations, inform 

you that we are sending you this liundi to pay the sum of Its 

in words Rupees to the order of M.R.Ry. 

of 8o, plouvse make kind enquiries 

of the bearer of this hundi, pay Its , got ontrj^ of the payment at 

the bottom of this hundi and take bark the same. As the hundi is one of 
a delicate nature, the amount should bo paid without any objection what- 
ever. ' 4 '::: 

Rs 


Yours, etc., 


Signature. 



19 


No. 


^4 ©ajsS© ^;S«cS6o. 

Hindupur, 

■Tr*asj-^^ TT'a'^fObooM^ -tp‘3^4, 


-TPSl. 


fr*Bo^ ?o5"€3tfcsSg «.ijo ifvia*»eo <il 




o»»pK«oifc»& ^ »v 

o»t§ Xf&.5 

^^O»o-0 oxoas«;af^ •3TO sn<»-fw ii-cira-Biro. 




.7r*5 e^jfluSo 






Rs. 


{Trandat ton .) 


With the help of Ood Sri Venkaiesicdia of Tuupati. 


No. 


ILindupur^ ID . 


To 


M.lMiy Garti, 

\Vc, Goiaiitlii V'onkatobttiah & Brotlior», after making salutations, inform 
you that wo have sent you this huudi to pay to the order ot M.H.Hy. 

the sum of ll» , in words Jlupces 

*[* So, please pay the same immediately after it conies to 

yoii debit it to our account and take it back after obtaining entry in this 
hundi in token ot the payment. 

At tight. 

Bs 


Yours, etc., 


83 


Signature, ' 
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HINDUPUfi, 

No. I/aled 19 . 

DONTI VENKATESIAH SETTY & BROS., 

Nut Merchants. 

•jr»el • 

tr.o;&'$yo, sSg'jj_eo WoKi, S^oO "^45 WoSio 

dfo&i&ueo. ODoCSSSb '%&‘0 fco ';|^;S3&oso (»r»coc)oiS’r*a)i&sr^<»>. 

^CSSi&o d>aibot» W'iSos s£r*Sc> oco3S^a«iSi^ c^r«'*»aac>9oSo7V'ji> 

•K’SItt'?) ■3^o^«r‘J<bjJ’ f^r»*»c)ao£o 

000*$ CTT’lio'A' ijp'^OCX' ■ v^ST’SSm. JJ'O'SjSm tSCT'O^ 

dfiro'd'd&so UJ^o-O cx»o^S5^J^ ‘tBm j^ooo3i&r*!& ■jSStf •a'u^itoa 
lSeJS)j^a. 


Rs. 


: No. 


{Translatioh.) 
Victory to Sri ICania, 


Signature. 


lliiidupur, 

Dated 19 , 

DONTI VENKATESIAH BETTY A BROTHERS, 

^ Nut Merchants. 


To 

M.R.Ry Garu, 

We, Donti Venkatesiah A Brotliers, Nut Merchants, Hiiidupur, make 
salutations to you. We are doinj; well and wish you to Jet us know about 
your welfai*e. What we now write to you is that since you owe to us an 

amount of Rs w^e are sending you this draft for Rs to 

be paid to or the order of M.R.Ry You should pay 

the amount within days’ sight of the draft, obtain entry to that 

effect on it and take back the same. 


Ba. 


Signature, 



289 


Dattd 19 • 

KATTA ANNIAHGAEI GUNDIAH CHETTl & SONS, 

General MerchanU and Commission Agents^ 

HINDUPUR. 

7^61. 

7<)c25dC)o§ WcG* ^ 

;$!) -ir»ii*Tr»ii — 

toiij Ocn--^ 

So WTrioTP* ^j^^sr*il5co Krais' z:)-a^iio iSb^ 

©’'SJ^eo'u) tn'S^dCoeo ■a^oO O03-® 20Tr>^O|8o(5’ ^oiS 


t> ^^otTasaf^b, 


Rs. 




(Tnuistution,) 


Victory to $^ri Itania, 


No. 


To 


Dated 10 • 

KATTA ANNIAUGAIM GUN1>1AH C HETTl & SONS, 

Qeneral Merchants d; Commission Agents^ 

HINDUPUn* 


M.R.Ry Guru, 

Wo, Kaita Annialigari Gundiah C'lietti & Sons, soml tliiH draft to yoU 

to pay to the order of M.ll.Ey 1 Ih in words 

Bui>ees go, pay the amount at sight of this draft, 

after making kind emiuirieH of the bearer and take back the draft with the 
entry for the payment of the amount at the Ijottom of the same, 

Ra 


Tours, etc., 


SigriaturBi 



T50. 

©XxjIjS’. 

.19 . 

;5oiny»tf ^ , ir 85 , 

tJr d>8b 8fr''s^cebs30 — 

Co t 




83^* 


7;)Oi$S'«5kM. 


{Translation.) 


No. 


THE HlNDUPUll CO-OPERATIVE TOWN BANK Ltd. 

Hindu pur, 19 . 


Pay to or the order ol M.R.Ry. 
annas and pies 


the sum of lls. 


Rs. 


Signaiure, 
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Written evidence of H.R.By. A. B. VBNKSTASAMY BAIDU 
Avargal, Member, Managing Committee, the Madura- 
Bamnad Chamber of Commerce, Madura. 

I, — AoricnJiural rm/i7 oml tredit favdifi&s for stnoU i ndosfr}rf, 

7/fnr protlme.^ — Thi.*i Presidency is regularly exporting to fi)reign eouu- 
tries groundnut kernels, cotton, senna, lihn*. nux vninira. divi divi, tnnin- 
lind, turmeric, copra, pepper, ginger, lemon grass oil, cofRHv tea, rubber, 
etc., and also 

Jtaw maieviols. Skins and hides, etc. 

Sales are made against offers Ironi foreign countries for some articles, 
foi’ forward shipment from Madras and its suh ports. Some Mrth-les are 
sent to some c«»iintrios like the Unitoil Kingthnn for snU* hy public amtion 
ft)i account and ri.sk of the sellers. 

Docvmenfs for goods sold, and/or sent by consignment system by the 
sellers and/or factors and /or liy agents arc negotiated through the exciinngo 
hanks in Madras, Tuticorin, etc. 

Adviiiices are made hy the sellers in India to the dealers as soon as the 
gomis are tendered in tlie respeitive lluving Agencies, and if tlnue is any 
diff<»rence in quality, the value of tli(‘ surnc is deducted froin tin* ai^counts 
of the parties concerned, as soon as the total (plant ity eont ra^cUsl for is 
delivered. This apjilies to the firms who buy goods for delivery in their 
respective gocTowns, according to the samples. 

Letters of credit are opened through exchange banks in the case of thik 
goods sold to tin* oversea buyers for full valin* of tin* goods, or for 75/9lte 
p(M* cent of the valin* of the gJMuls, and tin* balance is i'(*mitt<*(l to tin* sell«*rs 
as soon as the goods are taken d(*livery of by the buyers abroad. When thti* 
buyers find that the cpiality is liad, or not according to the sarnph* or not % 
fair averagi* rpiality of tlic s(*ason, debit notes ai«* sent through th<? 
hankers through whom the bills are negotiaUnl against letter of credit^ 
ojieiied in favour of the si’Iler.s, if the amount exceeds tin* advances mad«« 
and /or dedintcd from the accounts due to tin* sclh*is by tin* ov«*rs<*a'^' 
buyers, sines* the sotrs ore mode, subject to arbitration in the Ilniled 
Kingdom, Europe, etc. 

Now the agriculturists who are not well od neat oil in the art of soiling, 
g( norally Iof>k upon the intci nuHliarie.s to disjiose of their goods. Knrther 
IIh agriculturists are not cajiitalist.s. Afost of iln*m have invi stc‘d their 
funds in lands. The intermediaries tlien with t-he assista'icf* of the agri- 
culturists and otliers open some co-operativo hanks In thr* resp(H‘tive 
villages. They represent us selling agent.s, apart from doing husineKs for 
their own aceount. for the agriculturrsts, and enter into forwird contracts 
with the buying agencies of the oversea firms w'ith or witho;it branches in 
India, and make advances to the ryots tagricultiirists) from time to 
lime for buying .s+^hIs, family expe^nses, catile-fcH‘ding, tilling kisis, and 
lor other ex|>enses. There are also some ryots who are financially strong. 
(They never use<l to go to the co-operative hanksi to obtain loan.) The 
advances are mostly made hy the middlemen, who are aNo the diroftorfi 
of the ci)-operative hank.s subject to the condition that the go'xls — pro/luce 
cultivated in their respcH’tive lands — will have to be sold only through them. 
In some cases offers also are taken from the dealers, and on the basis of 
same contracts are entered into with Uie buying agencies and w'ith ibe 
buyers in the foreign c</(?n tries, subject to the condition that the rigriciil- 
tuiists are to he responsible for the loss in weight, quality, etc. Rome of. 
the middlemen take up the responsibility, w'hen they sell the gowls in their 
own name. Sales are made c.i.f. and/or c.i. Goods are to 1>e delivered 
at the respective ports in India and abroa^l. Now the Indians have opened 
.selling and buying agents in the United Kingdom and the Continent. They 
iiave also opened a C'hamlier of Commerce, under the name of The Indian 
Chamber of Commerce, in Great Britain ^ London, The merchants — I mean 

34 
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Induii meivliantJ* — who sell goods subjoc-t to the Arbitration in London, 
will hare to ap£>oint this Chamber as their representative. The cost of the 
goods sold on e.i.f. terms is paid in Mterling prices. Jn India silver is the 
standard currency. Before the outbreak of hostilities in Europe, the 
value of the produce, sold in sterling rates, was paid by the exchange banks 
at Is 4d per rupee, i.e., Ks. 15 per sovereign. It is paid now at It 6d per 
rupee, i.e., Ks. 13-5A {)er sovereign. The difference is a loss to the agricul- 
turists. Therefore Indian Exchange Banks will have to lie ojiened by the 
Indians, with or without other nations as partners, in nipeo currency, if gold 
will not l)ecoine the standard currency in India, so that the Indian shipi>er8 
may negotiate the Bills direct with their Indian friends (buyeis) abroad 
through their Indian banks in rupw? currency. This will not lead to 
unnecessary fear in the exchange value, as far as tlie goods sold on first cost. 

Steamship companies , — Now some of the ]>roduces sold to the Continents 
are invoiml on c.i.f. terms, insurance to be covered by the buyers, freight 
payable at the port of destination in gold currency. In order to encourage 
the Indian trade, freight also will have to be booked in rupee curi'cncy 
if gold wilt not become the standard coin. In India, steamship companies 
will have to lie floaUHl so that the gotwls may he sent in hy Indian and 
other shippers to foreign (ouiitries. The natives who are residing in the 
coast, I mean in the Coroiuandal coast from Bimlipatam to Dhanuskoti / 
Tuticoriri, are all capable (seamen) boatmen. Their sons may ho traiiieil 
for the post of engineers, officers and eomiiianders. For this the assistance 
of the hanks are required. Hinee most of the produce of the agricul- 
turists are exported to foreign countries, they ’will have to eolloet 
shares in the villages to starlt steamship companies, and the amount C‘oilect<*d 
will have to he phu'tHl in the Indian hanks. The Indian hanks must a*so 
arrange with the shippers and the agrieultui ists to open rice and i\fnrihe 
Insurance (Companies, since the produce of t!ie merchants are sold on 
r,i.f. terms. 
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Written evidence of M.RJky. G. L. KARAYAJBf A Avargal, 
Director, liooal Co-operative Union, Peddapuram, 


Z . — Agricultural credit and credit fitciliticn jar small industries, 

1. Generally ahnoat all the agriculturisU go in for loans for enltivaiion 
puriMJses. These loans are taken from cx)-oporat!ve so<*ieties, UaiikcA's, 
Alarwaris and merchants either on pro-notes or gold plo<lge or on i*ontraet 
to sell at a fixed rate the prodiu^e got from the field. Pt^tty agriculturist^ 
l>olonging to low classes in adtliiion to the interest also pay prouiujo at the 
rate of one kuncham or half per every riipi*e loan wliieh is called “ Naiiiu ** 
system. Even for capital and permanent improvements these are the 
sources wherefrom an agriculturist gels money. 

The rates of interest vary from 9 per cent to IB per i^ent and the periml 
of ropayiueiit ranges from thrtn? months to twelve months. Hut in the case 
of loans under (h) and (r) elassas the period ranges from ihrcH} years to 
ten yejirs. Co-operative hanks, hankers,, profos.sional money-lenders, mercii- 
ants and dealers are the institutions wherefrom the agriculturist gets 
his loan. The rest are not useful for cultivation jnirposos. 

For paddy cultivation the expons<N range from Its, 50 to Rs. 80; for sugar- 
cane from Ils. 200 to Hs. 250 |>er acre and for dry cultivation from Jhs. 25 to 
lU. .50 per acre. Except Government and eo-o|)erative institutions tlio 
remaining ijistitutions are profit-making ones. Their main ohjcK’t is to 
earn money and anything done is in the intere.st of the self. There is t\p 
co-ordination among the institntioii.s and it may not l>e possihle to hriiilC 
it inasmticli as the interests of the various institutions are jnst like the North 
l^ole and the South Pole. The Townsend Committee has, 1 Uelievc, rightly 
classified the loans as short-tenn, intermediate and long-t4*rm. The co- 
operative institutions arc capable of advancing loans oTily for the first Wt) 
classes of loans considering the r(‘sourccs from which the funds liro tapped^ 
by them. For ca|)ital and permanent iinprovomcnts of the lands long-tern^ 
credit is n<H?ded. To meet this need a central land moiigage bank for the 
Presidency to collect the money and land mortgage l)anUs lor a group of 
villages may ho a workaldc whemc. The coiiiral land mortgage bank is the 
financial bank to all the land mortgage* banks in the PreHidency. 'I\) linanee 
the central land mortgage l>ank the funds available in the companies started 
under the Jjife Assurance Companies Aet may be made availalile to purchase 
the delK*ntuics issued by the central land mortgagti bank. Ways and means 
may l)e elialki*d ont to metd this end. Imjiroving the existing eo-oporativo 
institutions, starting of more institutions ami giving long-term credit 
facilities by a network of land mortgage liank.s as sugg(v.slod above may lie 
the only pos.sible means to improve the conditiim of the agrieulturist. 

2. Exccirt rich lyots alino.st all the ryots sell away their eroji as it 
lioeomes ready for sale. Th<> merchants wlio have alrea<ly taken on euntra<d 
from the ryots or some other merchants jiurchaso ilie [irmluce. store it and 
sell it w'hen the market rates arc favourable. The ryot feeling dire need 
for money is not able to keep the prod nee till the market rates are favour- 
able and lias to sell it as the stock iH'coines ready. Such produce ah; is 
stored by the merchants is disposc‘d of by them either as foreign export 
or for local consumption or for expert to other parts in India. I advocate 
the system of joint i>urchaso and sale in villages through co-o|>erativ6 
institutions. The Bystein is new and people, lieing ignorant of tin* advan- 
tages, are not falling into the groove. F n* bringing the system into 
cjreration crop loans’* are to be freely given in co-operatiyo societitw. 
Propaganda w^ork has to ho done. It is a system woidh experimenting. It 
is sure to work after dm propaganda. The pri»seiit facilities in marketing 
produce are not in any way advantageous to the ryot. The middleman, 
^he merchant, enjoys the fruits of storing sto(?k. The system of joint 
purchase and sale in co-operative societies is the only advantageous method 
to the ryot. 

Different kinds of financial agencies assist the iijerrhant class by 
lending money on pledge of the produce. The help rendered is not to the 
advantage of the ryot but only to earn money in the shape of interest. 
These facilities are in no way beneficial to the ryot. The Imperial BatlH df 
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India and other cotiiinen*ia) hankb uffer credit fiu^iiities to the luereliuuta 
and ehe<iiJeb are allowed to lie drawn on them to tlie extent of the ac’eom- 
iiiodated credit, liutidi.s are also in forc-e and they are generally given to 
the extent of the credit they have with the firm or merchant. 

d. In the delta wdiero there is irrigation hy means of the canal system 
the value of wet land per acre ranges from Rs. 1,000 to Rs. and of dry 

land per acre ranges from Rs. 100 to Rs. 600. The priiicijile of demand 
and supply acts. When there arc rich neighl>ours for the land the value 
of the land increases. When there is competition among the ryots in the 
village who take the land lor lease the value of the land rises. Irrigation 
facilities also increas<^ the value ot the land. In the case ol ((() and (h) sale.s 
the value of the land decrea.%es unless there is competition due to 
individual grudges. In the case of (r) proper value can he got if attempts 
are made on right lines. 

4. Theie are vcjy few land mortgage hanks in the Presidency and they 
too arc ol’ recent growth and in the experimental stage. The first financial 
aid is givtm hy (Government for the.se institutions. The total capital 
recpiirod is raised hy way of deheiituies, a moiety of wliich are puidiased 
hy the Government and the rest are sold to individuals hy the influence of 
the workers of the hank, Difticulties are being felt in taking mortgage of 
the lands. The difficulty arises with regaid to the owiier.shiii both at the 
time of taking mortgage and alter the death of the meml)er who pledges 
the land. 

There must 1)0 a central land mortgage hank .for the Presidency. It 
must 1)0 the linanoing ng(3ncy. The reserve fund of all co-operative insti- 
tutions and the funds from the eompanies started under vhe Lite Assurance 
Acl should he poolerl in it. Ways aiul means may I>e adopis;d to do it. Ry 
means of deposits and sale of debenture bonds, funds may he raised. For 
; • group of villages one hank may he started. 'J’lic settlement of the owner- 
‘^■^hip of the land should he made at the time of granting loan. For the 
If iwde of land in case of recovery of the loan hy that method, special facilities 
have to lie given to the hank for which ways and means have to be clialkod 
out to meet the legal claims or obstructions. 

The central land mortgage hank is the only agency which receives 
money anj fjom wliich the lenmining land mortgage lianks draw funds. 
The said central land mortgage hank receives tlie money taking advice 
of the Government departmental head from time to time. Tliis departmental 
check is (|uito sufficient to secure Government against unnecessary loss. 
For some time to come till the system works on sound lines people will 
hesitate to invest moneys unless there is Government guarantee. At least 
a margin (if 2 per cent is required l>etweeii the lending rate and the borrow- 
ing rate to meet the expenses. 

5, An estimate of the existing indebtedness of the agricultural class can 
1)0 accurately prepared hy the land nunigage banks which are proposed t<o 
he formed for a group of villages. The workers of the .said l»ank are men 
who have got first-hand information regarding the ryots in those villages. 
All possible information can he got correctly from them and they are the 
best people lo gather it. Agriculturists have no other supplemental 
industries. Petty agriculturists have sujiplemental industries such as 
driving carts for hire and dairy farming. The ryot requires such supple- 
mental industries as can ho useful to his family, llandspinning may be 
one of those industries useful to the ryot. They may he .started on a 
CQ-operativc ha-sis. The capital required can he arranged through 
co-operative societies. 

7. The Imperial Bank or any othei* hank accommodate.s credit to the 
C’0-opoi‘ative hanks and lends moneys to them at the rate of interest prevail- 
ing in the market. For giving long-term credit the co-operative societies 
uro not fit and a new^ agency to he started has already been suggested. 

Co-oj>erativo movement has up to now embraced only a certain per cent 
of the population. With the development of the movement in the villages 
more money is required into the movement. The money to the extent that 
is ficot from other sources by the ryots is, the money that is required as 
capital by the societies, Tlie aim of the movement should be “ Each 
village, each co-operative society^’ and all people should be members of a 
co-operative society in a village. Co-operative institutions sliould boi 
e^^|||pted from payment of all taxes either to Government or local bodies. 
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II, — I tulhjVHous iHinkiutj, 

The (lelinition of an indigenous hank < 100811011111111*0 rarei’ully 

cxcliutos uU those hanks whieh are iK'ing eonduottH.1 on sound lines ami 
which csnnuiaiul the fullest oonfidenee of the deiMKsit4)i>. Only t\v<» kiiuls 
cd hanking which are at ju'estmt commonly foruKHl in each and every 
\ iliiige come within the purview of the ilefinitioiu One h a money-lender 
whose ihief occupation is usury. The other is n joint »irin wht're two or 
more persons dejiosit tl»eir capitals with a view to increase tlicm Ijv* a 
tollcctive effort. The corrupt and foul niethods adopted hy Oieso two kinds 
ol hanks in swindling money from tlicir victims (iinnot he ocerest iinated. 
iiefore proetHnling to answer your ciuestioiinuiie we feel it immndK'nt upon 
tis to offer thesi‘ few general remarks. We ilriuly believe that the chief 
puipose intended to lx; served hy tlie co-operative movement is 10 ('ut otf 
the operations of these hanks. 

1. So far as our district is c<»ncernc<l, tlu‘sc hanks are discharging only 
one duty which is lending money on land mortgage, promissoiy note, gold 
pledge and crop loans. In most cases, these l»ankt‘rs liispamtly invest llRMr 
capitals in trade whereas in other case.s the chief husmess transacted is 
that of money-lending. 

2. No douht, any man who wants to start .some trade can ohtain the 
necessary amount irom these hankers hut it is only when he gives some (jf 
his stuhlc^ j)roj>erty as mortgage for the debt at iieavy rates of inteiost. 'I’he 
same is the case with industry. The dillicultics nmhvr which the ptmr ryot 
is lahouring for obtaining money need no description. In short, the 
assistance rendered l)y these hanks can he said to he a higlily pernicious 
one. 

d. (o) Tile amount of cajiital invested in any hank varies largely with 
the capacity of the sharoliolders. 

(h) Saino as (a). 

(r) 'Pile e.\pen.ses do not amount to inucli in all these cases. *l'hey 
employ a <lork to k(‘ei> the accounts and om* or two ag<*nts who rt‘<'ei\e 
some commission lor settling the terms between the borrower and tlu‘ lendei*. 
Fre<|Uently a room or a house is taken for rent in the bazaar, Ilut some- 
times in reeovering their debts they will hc' driven to the ncHessity of 
spending enormous sums of money in law con its. 

{(f) The relations between one indigenous hank ami another are iu?vc‘r 
iiarmonious. I'hey can he better descrihod as those of spite and jealousy. 
They co-o])erate with one another only in gathering information about tlie 
property and status of their clients. 

4. Hundis are not popular in this locality. The form of a promissory 
note is the same as “I promise pay on ilenuind the Ix-arer. ’ If a 
deposit is made in a hriii, a promissory note is written in favour of the 
dejiositor. 

5. The rates of interest on dej)osits vary from 8 per cent to 10 per 

eent per annum. 

6. The rates of interest are clearly oxoihitant. They will range from 

15 to 18 per cent. By stimulating j>eoi)le’s inteiest jij the co-operativo 
movement and hj^ encouraging them to establish nune scM'ietic^s of an 

unlirnitod type, the jates could hc brought dowuj. Beyond all doubt, the 

ryot will Ixj relieved of a great burden and ( an produce greater results if 
he can procure money at reduced rates of interest. 

7. Naturally there is. 

No doubt the present civil courts ofl'er tljem some protection hut thi» 
involves some \vastc of money. 

Nil. 

Sound inasmuch as their own welfare is coiicerned. ^ 

8. Tlieir attitude towards the introduction of any new' measures will ho 
always hostile. 

10. They refuse more demands on Uie first ground than on the second. 

r 11. They must he encouraged to deposit l>ig sums of money in any hank 
*#hich is started with the avowed motive of helping the agriculturists and 
industries. We think the competition can Ih) cro.ssod over hy educating the 
l>orrowers on the aims and objects of these banks. 
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12. No; they will never contribute their funds, even if they are «urptufi» 
to any bank. 


III. — Investment habit and attraction of capituL 

1. (a) Savings bank, co-o{>erative banks and cash certificates and some 
other batiks (registered and chnducied on a hi*m basis). 

(d) No. 

(c) Indian women have by nature an uneontroltable craving for 
ornamentation and by their compulsion, men also invest large sums of 
money on jewels, of course, having the only consolation that it is a kind 
of saving. 

2. They are popular among the e<lucnted class. The present rates 
recjuiro revision. Terms of issue can be retained. Savings banks afford 
all facilities in localities w'here they are formed hut in vilTages they are 
not. Generally CHhicatod people wdio live, by employment as clerks, officei-s 
or teachers resort to such forms of invest men t. 

3. No. We are not in favour of advising the agriculturist to invest his 
small amount in scxmritics. In most cases, such moneys are invested on 
lands and houses which fetch annual rents. In other eases they lend it on 
mortgages or pledges. 

4. The ehociue habit is a strange thing to thousands of i>ooplc. Use of 
vernacular scripts in banking will popularize the movement in a shoi*t 
time. 

5. Yes. The jirimo cuuse.s are lack of edticntion in the masses and 
want of propaganda on the subject of banking. This propaganda can be 
easily and offootively carried out tlirongh the snjiervising unions and 
district federations. 

The opening of new brunches has had its effect thougli a feeble one. 



Written evidence of MJlJBty. C. CHAKRAVARTHI AYYAJraAR 
Avargal, B.A^ BJU, Vakil and I«egal Adviser, 

Vellore Sasvatha Nidhi, Vellore. 


— AgriciUtural tredii and credit farilitiea for amall induairiea, 

1. The agriculturist in iny provim'e is under a great disability in obtain 
finance for his cultivation purposes. The agriculturist in my proviiuHi can 
lie divideil into three classt^ : (a) large iand-hoiders — these are alrovo want 
and they can depend upon their own resourc'tvi; (^) small landdioKiei's and 
(r) ciiltivatoi*s who till the lands of others for u small share in the prtHhu'O 
in return. 


The (h) and (r) classes are always under a disability. 

(a) For cultivation cxiienses they always go to the village hanker 
(money-lender) or to the Naitnkottai Chetti or tlie Marwnri. I'liwe people 
charge a very high rate of interest up to 4 per ct*ni per month. 

But if the money is to he returned in kind (namely, prtKlnce of land) 
the rate of interest comes up to 5() per cent. 

(h) For capital expens<i.s the intellingent jieoplo take loans from the 
Government; yet the Government loan is not much favoured as tke time 
taken in getting the same is extrefnely long (nay. in many cases it takes 
two or three years). 

Then there* are others who take loans from the village money-lenders 
and lose the land itself in the long run withont being aide to diseharge 
the debt. 

(c) Special — To nu^t the special demands the af2cricuHuri.st thinks 

of the lender who knows his qualifications and applies for loans to him 
only. 

The rate of interest is from 6 per cent to 24 per cent per annum. The 
period is not generally fixed. The nature of the security is land and lumse 
property. Standing croi> is not generally taken as security. 

The ImfK»rial Bank does not help the agricnltnrist at nil in any sense. 
It helps only tlie commercial class. 

The Government also to a very large extent is not able to help the 
agriculturist. Though tlie Government is to a large measure inaintaiiieci by 
the landownei'S, the Government does not in turn help them in matters of 
finance in times of need. 

The joint ntock hanks, — They also are doing business on the lines of the 
Imperial Bank and they do not encourage the agriculturist in liis hard 
times. 

The co-operative hanks. — These also do not answer the real need of 
the agriculturist. The time taken in getting tli© loan is nearly six months 
and the money also can bo had only by those who have some influence with 
the panchayatdars. 

The real person who lends to the agriculturist is the village money- 
lender. For my district, I think, about 10 to 15 lakhs of rupees will fie 
suJhcient. 


Ther^ is no system at all now in existence to help the agriculturist. He 
is always in want and so kept in want by those around him. The defec'ts 
are: (1) small loans are not granted; (2) if so granted, the lender wants 
immovable sureties and (3) the high rate of interest. 


The remedy suggested. — The rural co-operative banks must lie increased. 
Each man is to 1^ entitled as a matter of course on personal credit five 
times the amount of land-tax he pays to the Government. This will he a 
first charge on the land. Such loans must be granted on the date of the 
application. 

2. The principal crops are sold then and there by the owner either to the 
Tillage banker or in the nearest market. 


The produce may be purchased by the co-operative bank or money may 
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Bankf) and bankers do not jpcnerally buy and sell for intern# 

If they buy, they^ do mo for a foreign market. Up-country merchant# baf^ 
and sell for the internal and foreign niarketM. ^ 

Internal rpnittance, — This is always done in payments in notes by 
insurance. Bills are commonly used only by rich commercial banks. It is 
the hundi syMteiii which is in vogue among the country and district parts. 

In my part the hundi is discounted only by the Imperial Bank and 
in some cases by the Multans. 

The railway receipt is not an instrument of ownership because the 
railway exempts itself under the risk note. Hence no money is advanced 
on these receipts. 

The Government can greatly help the agriculturist if the co-operative 
bank is well e(|nippCHt to market and Mell the prodiu'e. 

.3. The value jar dry lands range.s from Bs. 25 to lls. 500 per acre and 
for wet lands from Bs. 200 to Bs. 4,000 per acre. 

The factors V'hich affect the vnhtc — 

(1) the soil, 

(2) the irrigation facility. 

(0) the railway communication and 

rt) the population in the area. 

The land sold for land revenue and for court-decree always gets a 
reduced piice ns there is no warranty of title. Tlie lands sold by private 
negotiation gets the highest price. 

4. No such impedimeut to mortgage lands. In my district there is the 
" Vellore Sasvatha Nidhi” giving long-term loans to landowners and there 
is the land mortgage bank also in Anibur. 

The Vellore Rasvatba Nidhi works on a co-onerative basis giving loans 
only to its members. The capital is raised jiartiy by shares and partly by 
amounts ndvaneed by the directors. 

The real sufferer is the villager. The village is the unit. Each village 
must have a bank. Its capital is to bo raised ])artly by subscription and 
partly by loans from the ceiitral banks. The Joans must l)e long-term 
loans (say. 25 years). The rnial banks are to draw their capital from the 
villagers. Thus. su|)pose tl>at in a village the revenue tax is Its. 1,000. 7'he 
capital for this bank to bo drawn from the villagers must not be less than 
Bh. 2,000 to bo ])uid by the members in ten years. The Government may 
also lend to such banks from the (*entral bank.s. 

(a) Itecord of rights and title of ownershixt. — As the things stand at 
present it enniiot Ih' definitely said who is the owner of a particular bit of 
land. The law bearing on this question and the possible inclusion of many 
persons as heirs under the Hindu law and Muhammadan law make it 
aKsolutely difficult for any bank to lend amounts on lands and houses. No 
doubt, it will largely minimize the difficulties of the banker if a certiTicate 
of ownership is introduced wherein any change in such ownership may bo 
entered then and there. 

(h) The land mortgage bank inu.st be empowered to sell in case of 
non-payment with a liberty to the mortgagor to dispute the amount due 
before the sale is held. 

(c) The land mortgage bank is to be exempted fi'om paying .search- 
fees to the Begi.stration Department. 

Th^ v'orliing ca fatal for the mmigage Itanks. — The capital must come 
to rutal bank.s from (1) coinpulsoi-y siil>scriptions, (2) deposits, (3) central 
bankvS and (4) del>onture bonds. At least for some time to come, unless 
the Government guarantees both for principal and interest in the case of 
Rucli bonds, they will not be sold to realize a g(wd and workable amount. 
The Government will not suffer any loss only in case they engage paid 
servants to look after the affairs of the bank as in the case of Imperial 
Bank. The idea of honorary work must vanish. On persons doing work 
without pay the Government has no hold and they do not bestow os 
much attention as the case really I'oquires. Further, all hoijy^ry workers 
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i aged thnt they ore iinoKle to do any hard work. Before toSl^ Are 

lamanced from the cx^ntral bank the financial )>ooition and ataiu8 of the 
rural l>ank ai*o to l»e well aerutiniwiid and then only tlie money in to Ite 
advanced from the central hank. 

The land mortgage banka may give 5 to 6 per cent per annum for 
subacribers and depositors and may <marge 8 to 9 per cent when they lend. 
A email fraction of the amount lent is to l>e returned every year by the 
debtor. 

5. It may l)e fairly taken as a corrcH't estimate that the indebtedness 
of a village will l>o from 10 to 15 times the tax due by it to the Govern- 
ment. If the revenue tax is Rs. 1,0(K) for a village, then the indehtodncss 
will l)e Rs. 10,000 to Rs. 15.000. 

In the majority of cases the debt is always advanced on mortgages of 
land. The houses may l>o included as an additional siHurity. 

The reasom for incurring dchfi , — Debte are incurrcHl foi' — 

(a) payment of earlier debts, 

(h) marriages, 

(r) famine, 

(li) taxes, 

(e) sinking wells and 
if) education. * 

These debts are largely due to professional money-lenders. 

The rate of interest is from 6 to 24 per cent per annum. 

In some ra8<?s the interest is taken in lulvance and if the rojiaymeni is 
not miwle a$ promised then tlie debt is sought to he r(M*f)verf*<l through 
courts. 

The farmers are not turned into tenants. lint they are not able to pnv 
their debts and hence sell away their lands and this in the long run will 
load of course to inefficient cultivators. 

0. TJand ^tunning is done by n .separate class who are not accnstoinod 
to cultivate the lands. 

Rice milling and dairy farming give work daily to a few. 

Garden produc-e can be attempted by all. But the enltivaior bas no 
space for the same. 

Cotton ginning is a thriving industry in some districts. 

Cottage industries may ho introduced to supplement the income of the 
villager such as the metal works, spinning and weaving and car|)entry and 
gardening. 

These onterprises must l>o run on co-operative basis by the aid of the 
rural bank and the finance is ti) come out of such hanks. 

6, (a) Thi.s is answered in paragraph 6 al)ove. 

7. The Imperial Bank and the <*etitral co-operative hank seem to have 
some transactions. 

There is not much love lost between the other lianks ami the «o- 
operative banks. 

The capita) for the co-operative society is not sufficient. Many jiersons 
do not come forward to invest in them. Further, tlie rural Boeiety is not 
empowered to receive deposits. 

If the rural society is empowered to take deposits on term then there 
will be enough of money for long and short-term loans. 

There is no competition at all between the co-operative hank and other 
joint stock banks. 

If the money deposited in the mral society is exempUxl from income-tax 
then the rural society will sure to get deposits to a large extent. 

II. — IndigenouM hanking, 

1. They lend money on pro-notes and hnndis and discount hundis also. 

2. The indigenous hankers give short-term loaits only and their 
constituents are generally traders. The agriculturists are not favoured by 
thm. 

*55 
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3. (u) Tb« amoQiit of capital iurested in the tndigenoufi hanking m 
diftiriet will he about R». 75 lakha. 

(h) The volume of husineas done by them will lie about four times tho 
above amount (namely, Rs. ;100 lakhs). 

(c) The cxpeiiHos incurred by one bank will Im^ al>out Rs. 1,000 to 
lU. 1,500. 

(d) The relation l>eiwiH.*n one itidigeiiouh bank and auotlier is cordial. 

Tlie Imperial Hank also is tiioi^ willing to lend to an indigenous bank 
than to an agriculturist. There is not much work done U^tween the co- 
operative banks and the indigenous banks. 

4 . In my district only one form of hundi is used by the indigenous 
banks. 

If they are w'illing at times they take promissory notes also for the 
amount lent. 

5. The indigenous banker always lends on hundis. Very often he wants 
a surety for the amount lent. He has no running accounts on ojish credit 
system. But he has the other method. He allows the loan to be repaid in 
instalments. 

The indigenous banks and hankers Imrrow among thomselvos and, 
further, they easily borrow from the Imperial Bank on cash credit system. 
Further, their loans are short-term loans. Hence, \hey easily meet their 
demand. 

Very rarely they receive deposits. For such deposits the interest they 
pay is from 6 to 9 per cent per annum. 

6. The agriculturist has to pay now from 18 to 24 per cent per annum 
for interest if in money. If it is in kind it will come to .36 per cent to 50 
per cent. 

The rates can be brought down only if the rural bank is able to help 
the agriculturist by lending money in times of need and advancing loans 
on his produce. 

The reduction of rates w'ould do good to the .agriculturist in two ways. 
If there is an efficient rural (compulsory bank he is forced to save something 
every year. Further, his standard of living will improve and he will not 
l)e made i>oorer day by day. 

7. There is a strong prejudice against the indigenous bankers in my 
locality in the sense that no man who has Imrrow^ from them has ever 
iKX'onie prospei*ous as they charge high ratas of interest. 

These hankers ai-e w^ell protected in law. Even as it is, the bankers 
will not go out of your house if you do not pay them on the due date. 
Two or tni'ee of their servants are asked to hang almut you wherever you 
go until and unless you pay the amount due by you. If any more facility 
is e.\teiid(Hl to them, then the rowdyism which they will adopt will l>e 
intolerable. 

8. This class of bankers will l>e really serviceable to the community 
only if they are made to lend money at a rea.sonable rate of interest. The 
rate of interest to lie charg^ must l>e fixed by the Government with a 
penalty of forfeiture if more interest is charged or demanded. 

If the rural society and then the central co-o^rative banks are improved 
these indigenous banks will be slowly ab.sorl>ed by them. 

These Imnks cannot be consolidated because they are the creatures of 
a single person and owned and manned and managed by him as he likes. 
If theix* is any <chance, they can only be improved in the sense that the 
rate of dnter^t demanded by them may lie Jowei*ed ny an Act of the 
legislature. 

The attitude of the indigenous banking community is very plain and 
naked. They will not allow the liberty which they enjoyed till now to be 
curtailed. 

9. The indigenous banker never loses his capital in any event. He gets 
on an ^erage 15 per cent on his ciq>itah 

10. They are not able to meet all demands. It is partly due to the want 
of capital and in some cases it is due to the unacceptable nature of the 
security. 



2&1 


IL My tlmt ibe imligtmous bunkers ratinoi be linked iogetber. 

They prosper becauiie it is a one man^s rule and triule. It' they ate linked 
with the money market by aiiv artibeial ttes» 1 think the system may 
eventually lead to a large swindling. 

My i^uggestion is that there iiitist Ih.> u t*entral t^u-oiierative bank in 
each district witli rural baokei's (which iimy Ik> eonvenieiitly gitiuiKHl for 
inspection ). The credit and solvency of these banks ought to Ik? guaranteed 
by Uovei'uiueiit. 

In the long run the indigenous banker will be slowly saullewixl l»y siieli 
district lianks. 

12. The money in the hands of the imligeiious banker is in gieut demaitil 
only in certain Masons. 

If these amounts are iuvestcxl in the district eentml bunks, they may 
benefit the district. 


111. — Invcsimcnt habit and attraction of capitaL 

1. The Imnking resources are— 

deposits by railaaj's; 

(if) deposits by Government; 

(e) deposits by merchants and by weaitiiy i>eople; and 
((/) money raised by share capital. 

The savings bank system must lie introduced in the rural society and 
attractive interest paid even on small dejMisits even for a day. 

The rural public has no facility for inve.stiaent as things stand at 
present. 

2. The postal ca^h certificate is not very popular l)e<'aus<» the period is 
fixwi and the interest paid is very low'. It can Ik? made popular if the 
above disabilities tire removed. 

Postal savings banks are also not very popular liecauso the repayment 
is not allowed liy cbiHiues and the interest paid is very low. 

It is only the educated classes that go to jhisIuI certificates and satings 
banks. . 


1 do not think that tliere is much comi>etitioi\ l>etween the Govenmienl 
and the other bankers on ac-count of the attractive postal rates. 

3. It IS very rarely that iiei-sons in the district centres purchase Govorii- 

inent securities. 

The money got liy tlie suI© of |>ro<li»ce either goes to diseburge the 
previous debt or goes to puroiiiiMi new adjacent laiiiw. Till then the agri- 
cultiirist goi>» on adding to his purse if he is able to sttvo. 

Farmers loud to their iieighltours who me their friends. The rale of 

interest is always from 12 to IH jKt rent jier uiiniiin payable op demand. 

4. The introduction of cbwiiie in the hanking world facilitates easy iiav- 

ment to the drawer through his agent. ' 

The etiu(ated and the luercbani |>opt]iaiioit ubc chef|ues. 

Vornacular may Ik‘ used with advantage to the general [Mililif. 

o. Hanking invc^itiuent habit is slow on Hceoiint of poverfv and 
crude siispieion. i he newly oihuhhI brancheH and the Imiierial Bank in 
the mulaiwijl centres are really usedul only to the merchants who do busi- 
ness on a large scalt^ They do not advance? miuiII loans to i>ettv traders 
lleutt? the iM3tty trader is still at the mercy of the imiigerioos britikcr. 
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Written evidence of a eubordinate of the Xlepnty Accountant* 
General, Poets and Telegraphs, Madras. 

I, — AgrivuUttml credit and credit facilities for small industries* 

This province in admittedly a fM>or one compared mith other PreBidencies 
liiie Bombay and Bengal. But it cannot l)e aaid that there is no scope for 
the further devetopmeiit of agriculture and industry in this Pre«i€lenc5'. 
The (luestioii is whether the iacMietai*y resources available have boen fully 
iiiobilijsed for the purpose. The fact that the imperial Bank of India has 
been able to open more brunches and the development of co-oi>erative and 
joint Ht^'k hanking in the past years would seem to 8uppot*t the view that 
there is still room for the development of hanking institutions. If the 
earning capacity of the people is to l>e increased, it can only he effected by 
the organization of joint stock hanks for agricuitural and industrial deve- 
lopment. That there is a wide field in this respect admits of no doubt. 
For this purpose there will have to 1 h? more co-ojieration between the Gov- 
ernment and the pwple, and between the Kuropean and Indian capitalists. 
We shall have to utilize inore and more of our raw materials for manufactur- 
ing purposes hy establishing factories, nulls and farms on modern lines. 
There should l*e at least one U^chnologicul institute for this Presidency. 
Jt is understood that proposals to convert the local Engineering College 
into a technological institute are under consideration. 1 wish that the 
idea should materialize soon. 

///. — I nvatitnvni habit and ait ravtian of i a pi fat, 

2. As regards cash certificates, 1 .submit below a statement showing 
the value realized hy sales from the date t>f introduction of the cash 
c*ertiftcate sc;heme which will give an idea as to how' far the cash certificates 
ure pO|)ular. in the alisence of distribution of the .statistics by races and 
professions or oc*cii()ations, it is not po.ssible to say bow much is held hy 
Euroiieans and how much by Jtidians and which classes have resorted to 
this mo<le of investment. With a view' to promote thrift among Govern- 
ment servants 1 would suggest that subscription to the General Provident 
Fund be made obligatory in the ease of Indians drawing Rs. 100 and more 
as in the case of Anglo-Indians. 

4. Another suggestion I would make is tiiat payment of Government 
servants may lie made by che(|Ues in the case of those who are drawing 
Its. 200 and more. The idea is that Government servants should set an 
example to others in the matter of keeping hnnkihg uceounts. 1 have 
one further suggestion to make. 1 wish that both the Government and the 
jieople should carry on extensive propaganda in order to attract capital 
which is now shy. Capitalists, especially Indian, will have to be etiucaieil 
to a sense of patriotism so that tliey may not look for immediate returns 
for the money they invest, i.e., until the contwiis yield profit and classes 
w'edded to hoarding habit should he weaned away by inspiring confidence 
in joint stock undertakings which of cour.se is of slow* gmw’th and is bound 
to increase with the organization of banking on sound lines. 


Statistics showing the numbers and the value of cash certificates 
issued fixiiii the iiu*eption of the scheme. 
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irrttten evidenoe of K. RAMAJf ATBJJf mVTTlTAM 

Aysrgal, BX,, Advooato, SO, BTorth Madm Street, 

Hyiapore« 


ii. — indigcHousi banLtttg, 

Gciierul. 

Lord Peikover, |K*rliu|>& thu uio»»t proiuiiioiit ol tho English iiidigoiioutt 
buiiken>» rightly observed that there was a peihonal reluiiotibhip l>etweeu 
the private banker and lanrower, which was ol imnieiise advantage to both 
ul them. Tlie banker understood the status ol tlu? customer and his needs; 
and the customer easily knea* the solvency ol the banker. Knowing ()orso- 
nally the Imrroaers’ imsition and credit, the private banker lends to {HKiplo 
who could not lie reached l>y the joint stcH'k hank. The por^onal ixdution- 
ship is absent alien a borrower deals with an institution. The banker lends 
to the farmer, the trader and the iiianiifuctui er. He helps them all in 
their netnls and is usually respected by all. 

2. One ol tlie most important ol the indigenous banking coinmnnities in 
India is the Nattukottai Chetti community Known also as the Nagarathar 
community. The Nagarathar banker is held in c'sU>em and there nro 
many in Burma and in India w)u> have u high regard for thorn. Like 
other bankers they trade in money and are “Money merchant^*’ ; they 
borrow, take deposits, lend for interest and discount. They charge u 
luuhainui and vinda, on overdrawings or deposits; they also charge u 
brokerage lor adatbi busines.s. They usiiaily charge from 1) to 24 per coni. 
The smalier amounts carry higher rates cif interest. They do husiiieMs Irom 
out of their cajntal, the deposits placed with them and their horrowings 
from other members of the community. Some also borrow from the 
Imi>eria) Bank of Jmlia and other joint stock banks. On their capital 
they may generally get to 12 per cent interest. I'lie rate of iniereHt 
charged on cusiomei.s is not heavy and they may be in a position to reduce 
it if tlm JmjKTial Bank also dcH^ so. 

d. The imperial Bank may reduci* the rate of interest; witli the enor- 
mous privilege it enjoys it certainly can do so. This will lower the rate of 
interest of other bunks as well as the rate ot the indigenous banks. 

4. The lin|>eiiui Bank of India must be <|uickly Indianized. 'I'lie process 
now is slow. This will also lie a means to spread the bunking idea in 
India. 

5. I'iie imjKuial Bank or the Goveniiiieiu may also give s<4u)larsliips to 
&tudent.s ol banking communitie.s, for .studies in banking in Euro]>ean 
countries. To meet the requiremc*nts the bank may bind them to serve 
tliem for a certain Ji umber of yours. One is amazed at tlie changes in 
hanking that have taken places in Kiigbiod within the last 10 or 15 years 
and it may do well to send .students of communities which have taken to 
ranking to England for training. It miiy also help the fniiek J iidianization 
of the liuperiai Bank. 

6. The indigenous hanking ouglit to lie protected and given facilities for 

its growth and iKaterment. Ihe one way of helping it wculd 
be by discouraging the starting of luanches for the joint stcK'k 
baaks and for the Imperial Bank. These institutions should not 

Ije atlowed to coiut>ete with the private hanker. In a bank with 
many hraiulies the fire Hulion of capital and rc*serve to the 

current liabilities iHHXjmes snn.il and ibis i« unsafe from the point of view' 
of the investors. The dangers of rcHlnced (rornpetitioii, of monopoly and 
of ceniraliaing funds in ii few hands in one city would l>e the result of 
establishing branches. The Americ'auH rescuit tho idea of tlie National 
Irnnks establishing braiichc's in various purls of tlie Btate. In England 
also the Goverimient lookcHl with disfavour the suggestion of the amalga- 
mation oi the joint stock banks know'ii as the “ Big Five ”, 
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7. The deiKMfiis in, or tlio borrowings of, the private banks which have 
registered themselves may l>e guaranteed to a certain extent by th^ 
im|ierial Bank on certain conditions. The Imperial Bank may take such 
security of immovable property or other aasete from the Inuikers and limit 
the extent of fheir borrowings or deposits. Tliis will create in the pubtie 
a greater confidence on private fiankors and the depositors would lie able 
ti> get a higher rate of interest. The Government must also encourage such 
bangs by some s|HX'ial privileges. 

8. The Government must insist on the private bunkers to maintain a 
reserve fund to avert any crisis. This cun lie done by the Government 
showing some special treatment to the bunks that hold a reserve fund. The 
imimriul Bunk also may reduce the rate of interest for such banks. 

0. The enactments of the legislatures may l)e so amended as ^ give 
greater facilities for banking. The provision for filing siiinmary suits may 
f>o extended to the miifossai. In towns othdl- than Presidency towns the 
creation of an eciiiiiabtc moilgage may l>o ituKie possible. 

10. The preparation of a record of rights is highly essential. It will 
help the Imrrower to give sound security for his loans if and w'heii needed. 
It must l>e made obligator}' that every transaction in an interest in im- 
movable projierty should Ihi entered in the office of the rc*c'ord of rights, and 
the copy of the same should be the record of title of ownership. This 
may avoid endless litigation. 

11. It is esseiftial that there must be uti institute of indigenous bankers 
for every Province. The iiieinlHjiTihip should Iw thrown open to all the 
bunkei*s w;ho pay income-tax; tiie uniouiit ol^ income-tax for making a 
banker eligible lor niembei*sliip should l>e veiy low. They will be in a 
position to devise ways and means to protect their interest and better their 
position. They may l>e given the power to hold examinations in banking 
or train students lor the .same. The auditors and in(*ome-tax officei*s ana 
bank uffi<*ittls may Ik* recTuited from those who have creditably passed the 
examinations held liy the institution. The association may be also given 
the privilege to elect its representatives to the Legislative Council and to 
the Assembly, where it may be possible for them to watch and effectively 
safeguard the interests of private bankers and of other bankers as well. In 
England there are nearly five well-known institutions which look after the 
interest of those connected with hanking. It is very essential that there 
must be at least one such institution in each of the luovinces. 

12. The most important step for the development of Indian banking, 
private or joint stock, would Ik? to place restrictions on non-Indian extliuiigc 
banks or at least for the pre.sent to restrict the expansion of foreign banks. 
It may l)e made <*oiupul.sory that every hank or branch should be registered 
only on satisfying two conditions — (1) that more than half the number of 
shai’ea should lie held by Indians, and (2) that more than half the iiuinber of 
liH'tti directors should lie Indians. The same regulations mututis mutandis 
may be made applicable to insurance companies alao. 
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Written evideitoe of O. R. HlUOlf , RSe., 

Officiating Director of Ag riouitnre, Madras 


/. — Agriciilhiral credit and f'rtdit faciliiit$ far wudl inda4irie$, 

1. 1 would refer you to the re{x>rt twiued hy the Indian Central Cotton 
Committee on the inrestigation of tiie Financing and marketing of tho 
cotton crop in the northern and western districts'’ and to the special 
loan rules printed aa annexure I. 

2. I enclose a note on the Seeil socictit's in the (\>iinhatore distrif*t — 
Vide Annexure IT. 

6. To my mind the correct way to atia(*k the problem of providing 
employment during slack seasons and of raising tho staiulani of living is to 
i*oduce the length of the slac'k seasons. This can lie done by making it 
possible to groa* crops in any season of the 3 *eai‘. us is done wherever in 
this Presidency the system of agriciiltnre is what is termed Garden 
cultivation^’ or “the gmwing of irrigated dry crops." There is nn 
enormous economic waste of water in this Presidency and at the snine time 
there are areas of the csnintry with enorinous possibilities if onlv there were 
a reliable source i>f water. 

My preaeription for the salvation of the agricnitiirist in ibis Presidency 
contains the lollowing ingredients : — 

(a) A supply of goo<l drinking a*ater to every village. 

(b) A supply of irrigation water, to enable a proportion of the bolding 
to l>e cropped with what are termetl garden f‘rops. 

(c) Consolidation of holdings, 

(d) Limitation of partibility. 

Even without (b) I think tho tendency under the new conditions would 
he for the cultivator to live on his holding. With {h) the rate of change 
would be quicker. 

Given that the cultivator lives on his holding, he can look after his cattle 
projierly, improve his method of making cattle-manure and improve the 
fertility of his land. With bore-hole latrines ho will have an additional 
source of organic manure which will make an enormous differen<*e to tlic 
returns he obtains from his holding es{>e<ually if he can groa^ garden crops. 

A change in the angle of vision is needed. Irrigation M'hemes should not 
aiiioiiiatieally mean swarnn i>addy cultivation. Bwaiiip paddy cultivation 
should be relegated to sucli areas as will grow nothing else. All irrigation 
schemes should be primarily devised for the grow'ing of crops which do not 
require that the land should l>e continually under abater. At the same timO) 
the cultivator should change his point of view and realim* that his first 
care should l>e his cattle and his supply of cattle iiiunure. If he attends 
to that, the other things will follow'. 

Annexure T. 

SjHicml Loan ItuleA. 

In exorcise of the powers conferred by section 4 of the Agriculturists 
Loans Act. 1884^ and by scs'tion 10 of the Land Iinproveinerit Ijoans Act. 
1883, and in supersession of the rules published in Notification No. 200 at 
pages 49B to 506 of Part 1 of the Fort St. George Gazette, dated 0th May 
1916, His Excellency tlie Governor in Council is pleased jto make the follow- 
ing roles: — 

Note . — In these rules the terms “Director" and “Department" mean 
the “Director of Industries" and the “Department of Industries" with 
reference to a puniptng installation and the “ Dire<'tor of Agricnltiire" and 
the “Agricultural Departmeri" w'ith reference to agricultural niac^hinery or 
plant. 

I. Any owner or aeenpier of arable land desiring to obtain a loan for 
erecting oi completing a pumping installatton or for ti>e purchase of agri- 
cnltiiral machinery or plant, and for carrying out any improvement to his 
land in connexion with sa<^ installations or in connexion with ^e use of 
sudi machinery or plants may apply to the Director. 



256 


Er.planntion . — For pnrpoww of this rule, improvenients connected with 
a pompinK installation include digging a well, laying out and improving 
the land to ho irrigated by the installation. And the term “ agricnlturai 
machinery or plant incJudea machinery or plant ui>ed for purely agricul* 
turai operations, such as ))ioughing, harvesting, threshing, and for audi 
preparation of agricultural prepuce as is usually carried out by Ihe pro- 
ducer, such as cane crushing. Machinery for dealing with the agricultural 
produce of others on a large scale, such as rice mills, cotton ginneries and 
groundnut decorticators, is not included. 

Note , — ‘‘There is no objection to the grant of loans to |>ersons who, in 
the hope of obtaining State loans, have purchased and erected pumping 
iintnliations with money borrowed elsewhere on condition of the amount 
l>oing repaid after obtaining the Government loan, provided that there is 
clear [roof of the ainouut having lieen borrowed for the purpose of pur- 
chasing and erecting a pumping installation and in antici[)ation of obtain- 
ing a State loan.” 

If, Every application for a loan under these iniles must l>o mad? in 
writing in Form t hereto annexed and must contain a declaration signed 
by the applicant that the statements made therein regarding the nature and 
extent cf the encumbrances on the property offered as security are true to 
the best of his information and belief and that he believes that there are 
no other encumbrances on the |)roi>erty. The applicant shall, at the same 
time, supply the Director, by entr>’ in the column of remarks or otherwise, 
with information on the following points, viz.. — 

(tt) In ensr the loan sanctioned is less than the amount rec|uired for 
the scheme, whether the ajiplicant is [jrepnrod to supplement the loan by 
private capital to the extent necessary; 

{h) the eslimared total c‘ost of the proposed scheme and tlu' probable 
time that will he occupic»xl in its execution. 

ITT, Upon receipt of an applic*ntion for a loan the Director shall cause 
a local inquiry to l>e made into the correctness of the entries in the appli- 
cation form, the nature and adequacy of the security offered and ihe 
general feasibility oi the scheme. Whenever such inquiry involves a local 
inspection by an officer of the Agricultural Department or of the Depart- 
ment of Tnciustries. such inspection fees as are prescribed in the rules of 
that department must 1 k' prepaid by the applicant on pain of rejection of 
his application. Tiio Director shall also consider any objectio«i wliich may 
be raised U) the grant of the loan. If the erection of a pumping installa- 
tion is involved, notict^s of the proposed loan and work should be affixed at 
the village cliavadi and should bo sent to the Collector and Executive Engi- 
neer of the district concerned. 

TV, When the applicant for a loan i.s an occupancy ryot as defintMl in 
the Madias Estate's Land Act, 1908, and proposes to furnish as setuirity 
for the loan the occupancy riglit which he claims to possess in any land, the 
Director shall send a notice of the application by registered post to the 
usual address of the landholder. 

V, Every such notice shall specify the sum applied for. the nature 
of the scheme, and the nature of the security ])roposed for the loan and 
shall inform the landholder that, if he desires to make any objections to 
the loan, he must, within thirty days after service of notice, signify them 
in writing to the Director. 

VI. The landholder or his local agent or manager may object to the 
grant of the loan on the following grounds and on no others : — 

(i) That the apjdicant has no occupancy right in the land offered as 
RCfurity, 

(ii) that by reason of the improvement affecting another ryoUs hold- 
ing the laudholder has a prior right to make such improvements. 

If,, the landholder or his local agent or manager does not, within the 
time specified in rule V, signify his objection on any of the above grounds, 
or if the Director, after considering any objection made, decides Uiat l£e appli- 
cant has occupancy right and that he is entitled to make the improvements, 
and finds that the value of the occupancy right either by itself or taken 
jointly with other security furnished by the applicant is sufficient for the 
loan, he may either sanction it or forward the records of the for tb0 
aanction of the Local Government under rule VIII. 



Vn* No loftn &hal! lie granted unleas the value of Ui# aecurity offered 
la equal to the amount of the loan applied for. The nature of the aecuritj 
lo he required Bhall be as follows: — 

(a) In the erne of imminng land to be irrigaUxl 

which must ordinarily include the site of the installation unless Uiia is land 
classed as f>oramlM>ke. 

In estiiiiating the value of the applicant’s interest in the land the pri>. 
hable value of the land after the iiiiprovenients linve lieeii carritHl out may 
be taken into n<xx)iint. 

If this value is not e<|ual to the amoiini of the loan, then one or more 
of the items specified under (b) below must l>e offeml as eoHaternI security. 

{}>) In all othrr tn»e» onr ar toorr of the folUnrintj it emu : — 

(1) Tiands liolonging to the applicant; 

(2) lands belonging to oilier pei'sons who ai*o willing to become 
his sureties ; 

(3> two-thirds of the value of the machinery or plant for the pur- 
chnfie of w^hicli the loan is granted, or of other machinery or plant owned 
by the applicant: Provided that, if the installation which is offered os 
f*ollatera1 sc<*urity is not fully the propcu-ty of tin* borrower, as, for instance, 
if it has been purchast^d on the hire purchase system, any balanc'e duo 
upon tliat instnllation shall first lie paid off out of the loan amount before 
any further sum is disburstMl, and the officer dishursing the loan shall 
satisfy himself that the installation has In^en fully paid for before making 
any further disbui'scinent of the loan granted; 

(4) personal security of the applicant or the joint peminal sec'urity 
of the applicant and one or more other persons, provided that such security 
diies not exc'oed Us. 250. 

VTTI. The Dirertor shall la* comp<‘tciit to sanction loans up to Rs. 10.000 
in each case. Applications for loans e.xcoeding Rs. 10.000 should lie submit- 
t€Kl for the sanction Government. 

IX. (1) If, after local inquiry and such further investigation as may 
he d<*em(Kl necessary, the Director is satisfied that the loan may he grantcHi, 
he shall at once issue nn order granting the loan. In the cose of loans 
exccMiding R.s. 10/)00 the loan order will he i.s.sued by tlie Director after 
obtaining the sanction of the Govornnient under rule Vllf, The order 
shall be signal by the applicant in token that he understands and agrees 
to the conditions contaiutsl therein. The security bond to be taken, when 
collateral Re<urity is offered, shall lie in Form IV. 

(2) The applicant shall executo an agiwinent authorieing the Director 
to proceed with the purchase and erection of the plant and agreeing to 
treat a.s a loan a(tually paid to him the amount spent by the Director mnn 
time to time on the purchase and erection of the plant and debited to his 
account. Tlie Director will then proceed to purchase and erect or cause 
to lie erected the plant, handing over to the ap)>1icani any balance that 
may remain after payment of the cost of purcliase and erection and of the 
depai*tment.al charges for inspection, estimating, purchasing and erecting 
the plant. These ('over the cost of supervision until the plant is handed 
over. If an inspection fee has previously lieen jinid, the charge i.H reduced 
hy the amount thereof. To encourage expedition, tlie Director has power 
to allow a rebate up to 1 jier c*ent on ere<'tion charges if the work is rapidly 
complet^, provide^l that the Director may, if the applicant so desires, 

j ^ purchase himself such plant as the Director may approve, 
and advan^ t<i him out of the loan amount such sum os may l>e neceasary 
make the purchase. The plant shall, however, Im? entrusted to the 
Director for erection. 

X. The rate of interest charged on loans shall be 7i per cent per 
annum. 


XI. Interest shidl accrue from such dates as the Director mav fix with 
due regard to the time at which the loan is actually drawn for expendi- 
ture. 

^ l^ns shall I>e repayable by fixed annual instalmenta in 

1 * principal and interest. The date for the payment 

ennual instalm^t shall be fixed so as to coincide, if possible, with 
iht revenue kists the district and 

shall be payable not less than tw^elve months and not 
eighteen months from the date of the last debit under rule IX 
m tne borrower’s account, 
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When the interval between the date of the last debit and tilie^date 
fixed for the payment of the first instalment exceeds twelve months, simple 
interest shall be calculated for the period in excess of twelve months, and 
shall be recovered along with the first instalment of repa 3 ntnent. 

(h) The amount of the instalments and the period within which the 
loan shall be repaid shall l)e fixed by the Director who shall have regard 
to the probable durability of the improvement proposed to be effected with 
the loan, to the value or sufficiency of the security given and to the con- 
venience of the borrower and the circumstances of the case; but the perio<l 
so fixed shall not exceed the maxima shown below : — 

(i) When the loan is secured on landed proi>€rty — ^20 years. 

(ii) When the loan is secured on machinery oi: plant — 5 years. 

(lii) When the loan is secured on personal security — 2 years. 

When the loan is secured partly on one form of security and partly on 
another, then the maximum period of repayment shall be so fixed that the 
portion of the loan secured by items (ii) or (iii) above is repaid, with 
interest, in five or two years, respectively. 

Example. — (1) A loan of Rs. 5,000 is secured by the mortgaging of lands 
worth Rs. 3,000 and machinery worth Rs. 3,000 which can be taken as 
security for two*thirds of the value, i.e., for Rs. 2,000. 

The maximum period of repayment allowable is seventeen years, the 
annual instalment being Rs. 485-15-0. At this rate of repayment the sinn 
of Rs. 2,000 secured on the machinery will be repaid, with interest, within 
five years. 

(2) A loan of Rs. 300 is secured by the mortgage of machinery worth 
Rs. 300 pledged for two-thirds of its value, i.e., Rs. 200, and on personal 
security of Rs. lOi). The maximum period of repayment allowable is five 
years, the annual instalments being Rs. 71-11-3. At tl^s rate of repayment 
the sum of Rs. 100 secured by the personal security will be repaid with 
interest within two years. 

(f) Recoveries of all instalments of loans granted under these rules 
•hall be made by the Collector as if they had been granted by himself under 
the revised general rules framed under section 10 of the Land Improves 
ment Loans Act of 1883 and section 4 of the Agriculturists Loans Act, 
1884 . 

XIIT. Nothing in rule XII shall prevent or debar a borrower from re- 
paying at any time a larger sum than the annual instalment or from dis- 
charging the whole loan in a single repayment. 

Repayments other than the payment on the due date of the prescribed 
annual instalment may be classed as follows: — 

(i) Payment on the due date of a sum in excess of the equated pay- 
ment. — Such excess payment should at once be credited in reduction of 
principal, the number of future instalments being, if necessary, reduced 
but no postponement of subsequent instalments being allowed. Nor shall 
any alteration in the amount of subsequent instalments l)e allowed except 
in the final instalment and when such alteration is neces.sary to adjust the 
balance due. 

(ii) Pay^nent before the due date of the equated jyayment. — Such pay- 
ment should be treated as having been made on the due date. 

(iii) Voluntary payment before the due date of any amount vnihoui 
reference to the equated payment due at the end of the period. — Unless the 
borrower specifically requires such a payment to be regarded as, in whole 
or part, an advance payment of class (ii), it should be taken wholly in 
reduction of principal on the principle laid down in article 129 (d) of the 
Civil Account Code, Volume I, the borrower being still liable for the 
equated payment on the due date. 

XIV, All payments of instalment of loans and interests under these 
rules may be m^e either at the treasury of the taluk or to the villa^ officer 
of the village in which the land to be improved or the agricultnriu mat^i- 
nery or plant is situated. ITie Collector may, if he sees fit, authorise re- 
paj^ent at any other Government treasury. 

XV. The Collector may, in special circumstances and after consulting 
the Director, extend the time for the repayment of any instalment up to 
a maximum of twelve months. 



Wiien 4ay «»uch extoo;tkioti is g[ratiied the following scaio of penalties 
l^uld be charged in lieu of penal intereai: — 


Bttlanoe of an paid annual instalcnent of Bs- 10 and 
below, 

,AboTe Ka, 10 np to Hs. 2£« 

„ ,, 2d up to Ka. 60. 

„ „ 60 up to Ra. 100. 

For eaoh additional Ra. 100 or fraction tliereof* 


2 for eaoh month or 
portion of a month, 

11 

12 


The Collector may al&o, alter consulting tho Director) remit penalties 
and |>ermii the bUsjienHion of repayment of any instaliaent in advei'so cir- 
cumstances. 

XVI. If tho DirtK'tor is at any time sntished that any pemm who ^ 
ha.s rect*iveti a loan under these rules has failetl to perfonn any of the condi- 
tions sul>it*ct to which the hmn was made, he may, after riHording his 
reasons in writing, pass an ortler diret'ting recovery forthwith of the 
balances of the loan with any iiiteri*st |)ayahle thereon and all costs as uti 
arrear ot land revenue and sliall send a copy of such order to the Collator 
of the district within which tho laud is situated and tho Collector will i»ro- 
ci'ed to recover the spme. 

XVlf. All loans granted under these rules, all sums of interest due 
upon such loans and all other sums due to (tovernment in connexion there- 
with sliall l*e a first charge upon the land offered as security whether 
]>rincipal or colluteiai and shall, if not duly paid, hi} ret'overable os arrears 
of land revenue. 

XVTlf. If the work for which the loan was granietl fails owing to 
default on the part of the department, the Director may, and if the appli- 
cant so request,, shall submit a full report of all the circimiHiances of the 
ca.se W) the (Jovernment, who will decide whether the whole or any part 
of the loan sliall he remitte<l or not. 

XIX. I'litil the loan with interest niul other charges lias been nqiaid 
in full, the pumping installation or the agricultiiriil machinery or plant, 
as the case may be, shall l>e inspected periodically by tlic Director who 
may make or cause to Ik? made, at the cost of the owner, such repairn or 
renewals as the Director may consider necessary. During this pericKl tho 
applicant shall lie rtHpiired to pay such annual fet^s for the iiiH|KKftion of 
the installation machinery or plant an may he prescribtHl in the rules of 
the department. 

XX. The Director shall maintain a register in Form (Part 1) of all 
loans granted under these rules, and the Collector slmil maintain a register 
in Form V (Part II) of all recoveries made in n*spect of such loans. 

XXI. Every loan sanctioned under these rules shall lie reported by tha 
Director to the (.bIlt*ctor of the district and also to the AccountanCCeneral 
who will see that the loan is in accordance with the rules and will w'atch 
iU repayment. 

XXII. Nothing in these rules shall prevent any landholder desiring 

to ero(^*t a pumping installation or to purchase agriculiura) machinery or # 
plant from a[>piying for a loan to the revenue authorities under the revised 
general rules. 

XXIII. Nothing in these rules shall be deemed to affect any power of 
the Local Government to grant in s{iecial cases Joans under the Acts on 
tempi oilier than those hereinlieforo prescrilied or to affcM t tho terms of any 
M|Hx;ial agreement under which any loan under the Act has Ih^ui or may 
hereafter be granted or the tenns of any unexpired settleincnt. 
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Anne^ure II. 

socieiitM in Coimbatove district. 

The &eeil societies now to l»e fouticl itt the neigh hour liootl of Tii‘U|*mii' aiul 
AvMashi in Coimbatoi'© district owe their existenci? to the fact that tho 
Agricuitural l^partinent desired to l>e in a position to distribute large 
quaiitiiics of seed of t*ertaiii strains of cotton without lauiig coiiipclled to 
dissipate its energies in actually cultivating them. 

Originally, therefore, these socdeties were loosely organiaed groups of 
cultivators witli the coiiiinon purpose of growing selected strains of Cam- 
bodia ciaton, and selling the prodticH? in the form of soed-cottori to tho 
Agricultural j>epartmcnt. The department made its own arrungomeiils for 
ginning and for Helling the lint and schhI. As an imoiitive ;ui(l mi uid to 
the members of tlu'se* s(K*ii‘ties to keep to their contract, aiivaiices to <‘o\cr 
the cost of cultivation were given l»y the dep?irtni<*iit . 

2. This arrangement worked smoothly. It, liowever, necessitated tho 
hK'ktiig up of funds which could have been put to better use. It was, there- 
fore, decided to try to enlarge the sco]je of the societies to cover tho 
collective ginning of stKHl-cotion and the colUntive sale i>t lint. Accord- 
ingly. it was arranged that each siKdety should act as a unit, that within 
u specified short interval of tune the members of a given siwiety should 
tiling their prtKhice to a selected ginnery ano that, ilicr ginning, the 
department sliould take over tho seed and help in tlie sale oi the lint. This 
arrangeiiKMit has heini in torce lor Nonie time and has wurkctl vcih satis- 
fu( toriiy. it has lightened the work of tlie Agi icullurul Officer concerned 
and leit him freer to atteiKl to other mattei's. It lias set frvH* liinds lor 
use l(/r other puiposi's and it has helped to cilucate tin* ryots in regard 
to the marketing of their cotton. The whole process has in fact been placed 
mi u sounder business looting. 

ij. The next ste|> taken was to ledutre the uinouni of money given an 
advances. At first the department was giving advances ol Hs. 30 to Us. 40 
lK*r acre, to 1111 * 0 ! the cost of cultivation. No interest was cliarged on these 
mlvumes although they were not recovered until after the sale ol the pro- 
duev. With the expansion of the co-operative credit inoveim*nl, it was 
dcoined advisuhle to bring tliese soi:ieiies within tlie purview of this move- 
ment in ordei- to enable the cultftators to obtain financial aid at reasoii- 
uhic rates of interest. Some difficulty was experienced in scttiing how 
tins should Ik* done. Had all the nieiiibers ol the seed societies also l>c*ea 
nieinlwrs of the village credit societies, it would have been iiussihlo to 
arrange for a separate committee of the village credit society to handle the 
cotton business. This, however, was not the case. Several usoliii memlieis 
of the stM^d s<H*ieties were not meiidK'rs of the village crtKlit society and 
had strong objections to Imcoming so. 1'lie only course then was to form 
these seed societies into recognised co-operative societies but on a limited 
liability basis. Under this arrangeiiieiit each member pays in a certain 
amount of share capital, the stxiety as a whole can lairrovv from a co-opera- 
tive bunk up to three times the amount of money paid in us sharo capital 
and it holds itself responsible for .seeing that the loan is paid back us soon 
^ the crop i.s sold. This i>rocedure lias been followed and euen society 
is registered as The . . Seed Hw'iety.’’ 'I'hc advances now* given by 

the departinent to ineinlieis of tlie.se socii*t?es has been rtMlufc*d to Us. 1(1 per 
a<*re. It is hoped that shortly they will be entiicly self-dependent in this 
resiiect. 

4. Another improvement which has In^eii effecUfd, also directed towarda 
introducing sound business itiethiKls into the procedure, has to do with the 
issue of seed by the department to the societiiis. Up to last year it was 
the custom to issue seed sufficient to sow' the acreage coiniiianded by tho 
society without making any charge. Now tlie arrangeineni is, that all 
issues of seed for sowing puiiniscs shall lie repaid by an cxjuivalent amount 
of seed at the end of the sem^n. 

5. ^stly, it has l>een arranged that any inemlmr who wishes to do so, 
can obtain a loan from the Tiruppor loan and sale society, on producing 
a receipt showing the amount of lint held for him by the Agricultur^ 
Department. 

6. Thus, froin a very simple beginning, there has been built up an 
organization which bid.s fair to tnt^e possible the achieveineiit of three 
eminently desirable objects, firstly the production of good pure Boed in large 
guaniitiee, secondly the provision of cheap figapeiar aid to the cul|ivator 



wMle his crop is throwing and thirdly similar aid between the hanreetin^ 
ol the crop and its sale. The pleasing feature of the whole process is that 
the cultivatoi-s are gradually arriving at a point where they will be able 
to iiiauage the business th^nselves. The organisation is capable of improve- 
ment, but before proceeding to discuss the points where improvement is 
I'iinsidered possible it will be well to show clearly' the actual details of the 
working of tlic jireseiit system. 

7. The follow'iitg are the main points which demand attention: — 

Signing o/ indfiniures. — Indenturi^ are necessary in order to retain some 
hold on the individual; If for any reason he refuses to deliver his crop 
or if in order to raise ready iiiouey ho sells it to a merchant the possibility 
ol rocoyering tlie advances given to him Ls reduced. As the society as a 
whole is responsible for all advances taken, the members of each society 
are supposed to look alter one onother and prevent defaulting. Cases have 
come to light which show that the memhei*s do exercise this supeivisiou. 
A copy of the indenture in u.se is api>ended. 

Distribution of seed. 

Checking areas , — This is done one to three months after the crop is 
sown. The Agricultural Demonstrator checks the area of the crop wnicli 
has l)een pro[»erly cultivated and irrigated. If proper cultivation and 
irrigation have not l)een given, no advance is graiited. Areas are also 
checked by the village officers. Jf there is any discre|)ancy between his 
hgures and those of the Agricultural Demonstrator, the former’s arc taken 
us being correct. 

Arranging advances to the .societies from the co-operative bauks. 

General supervision of cultivation, clean-picking, etc. 

Arranging for ginning . — This is done by calling for tenders. The con- 
tract provides for ginning, insurance, kalasi coolies and the use cf suffi- 
cient lock-up godowms. 

Examination and weighing of seed-cotton . — All lots of produce before- 
being w’eighed and placed in the godowns are examined. If it is apparent 
that the cotton has been badly picked or that the lint or seed has been 
spoilt by bad storage or by being exposed ^to rain it is rejected. In doubtful 
cases the lot is kept separate and the seed is subjected to a germination 
test. A receipt is given for each lot weighed in, but all the different lots 
of the members of each society are bulked together. The produce of differ- 
ent societies is kept separate. The godowns are locked and sealed by the 
Agricultural Offic*er in Aarge who keeps the keys. 

Cleaning and picking before ginning. 

Ginning . — When a sufficient amount of seed-cotton has arrived at the 
ginnery, ginning is begun. Before actually starting, the gins are cleaned 
to remove all foreign seed and are examined to see that they are set pro- 
perly. 

Sale of lint . — When sufficient lint has been ginned an auction is held. 
This auction is well advertised and is attended by representatives of the 
seed societies with instructions as to the price at which the cotton may be 
allowed to change hands. If the price offered at the auction is unsatis- 
factory the lint is sold by private tender. 

Sale of seed . — The seed is taken over by the department as soon as 

S inning is finished. It is left to the societi^ to decide on which day up to 
le doth June the price shall be settled. In addition to the rate prevail- 
ing on the day chosen a premium of Ks. 8 per 1,000 lb. is paid by the 
department. 

Settlement of advances . — The money obtained by the sale of the lint is 
received by the officer in charge of the work. It is distributed among the 
varioui' membere in proportion to tbe amount of seed-cotton delivered by 
each. From this amount and from the money to be paid for the seed 
deductions are made to cover all advances and a proportionate share of the 
cost of ginning and incidental diarges. In this matter llie Agricultural 
Officer is aidea by the President and Secretary of the Society concerned. 

8. The successive strains of Cambodia cotton which have been issued to 
these societies are No. 10, No. 15, Co. No. 1, aud Co. No. 2. The last named 
is the most recent. It is expected that during toe coming season, 1929-30, 
there will be 4yJ00 acres under this strain of wffiioh about 1,500 will be con* 
trolled by seed ^ocieti^* . 
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DeUiM finrnres for acreago, yields, and prioos, illuatratiro of the 
viliee of tbeee societies during the last fire years are shown in a tAliular form 
ia the appendix. The figures for yield refer to the main crop only ^d are 
beknr aHuals by the amount of damaged produce removed from the bulk. 
Tim prices for lint are per candy of 500 lb. and for seed per poihte of 
1,000 lb. 

9. Tt is a most excellent feature of these seed societies that the membera 
have at hfiart a common interest, the successful growing and marketing , 
of their cotton crop. The chief criticisms of these seed societies to he made 
at present are firstly, that there are not enough of ihem,^ and secondly, 
that their connexion with the loan and sale society is unsatisfactory. 

10. It is apparent at once on examining the position that there are too 
few of these societies. 

The a»*ea under Caml>odirt cotton is nearlv 400 000 acres, of which about 
one-half is irrigated and one-half is rainfed. The seetl societies are the 
main source of pure seed of the strain we desire to spread, via., Co. No. 2, 
produced hv the C/otton Kpe^'ialist. Tt is hoped that during the coming 
season it will be f>ossihle to raise the numlK'r of seed soeieties to fifti^en and 
the acreage commanded by them to 1.500 aeri's. Ftoin this area sufficient 
seed will he produced to sow about 20.000 acres, that is aloiit one-twentieth 
of the total quantity required. Tt is impossible for the .Agricultural Depart- 
ment to do more at present. 

Tt is. hoarever, very neecasary that some action should ho taken to 
improve the situation. 

On the cultivator’s own showing, the fii*st .strain, Co. No. 1. put out hv 
the Cotton Specialist, given nn increased yield of from h’vlf to one pot hie 
of .s©e<l cotton per acre. This represents in cash an in(*rcnsed return of 
from Rs. 22-8-0 to R.s. 45 per acre. Tn some cases the increase in yield 
obtained frfvm this strain is reporteil to he It piitliii's of schhI cotton per 
acre worth Rs 67-8-0. The latest strain. Co. No. 2. put out by the Cotton 
Specialist in 1026-27 gives, ouf in the district, an increase in yield of half 
a i>othie of seed cotton per acre over Co. No. 1. The increase in yield 
from this strain will, therefore, 1>e from 1 to 1 1 poihies of seed-cotton per 
aero. This will mean in cash an inorease<l return of Rs. 45 to Rs. 67-8-0 
per acre. These figures refer to irrigated Cambodia Tf an average figure 
of Rs. 50 per acre is taken and it is rememliered that the area under 
irrigated Caml>odia cotton is 200,000 acres the noetl for urgent action 
heiomes clear. 

IT. It is possible that a change in the method of cultivation or the uj5;e 
of a particular manure might give increased returns of this magnitude. Tt 
is, however, unlikelv that anything else will do so. Tt is, therefore, most 
important that until the supply of seed of this strain hecomos amply suffi- 
cient to bring this increased return within the oasv rearh of every culti- 
vator who can profit by it, every pound of s<hh 1 should he made to tell. 

Hero, attention may he dire<'ied tn the second criticism, that the con- 
nexion between the seed societies and the loan and sale society is unsatis* 
factory. This will !>o made clear, if the position Tie analysed. 

During the cultivation of the crop, the seed societies obtain financial 
aid to cull ivaf ion exocnHCK. niuiiiiv frcmi a co-op<*rntivc linnk. 

Presently, the whole of the ndvaiu‘es taken for this purpose, will come from 
this wmree. 

When the crop is harvested, the societies, an n oroup, receive help and 
advice in the nrennration of their crop for the market and in the actual 
marketing of their crop, from the Agricultural Department. The officers 
of the department, engaged in this work, in fact act the part of a busi- 
ness manager. 

Before the crop is sold, Ihose members of the seed societies, who desire 
to do so can obtain financial aid from the Tiruppur loan and sale society. 
Here, this society helps in tiie work of producing pure seed in quantity. 

This society has. however, another function to perform. Tt offers induce- 
ments to individual cultivators to bring their crop in the form of seed 
<^iton to be sold through its agency in the same form. As this society 
does not un^rtake ginning ft does nothing to help in the prodnctioii of 
pure seed. Indeed it may definitely binder that work if metabers of sert 



societies are persuaded to sell their crop as seed cotton through ite a^ncy. 
Further, in that this society deals with the produce of eac*h man individually 
it can hardly be said to foster the spirit of co-operation. 

If, however, the loan and sale society were composed of representatives 
of the seed societies; if it employed a business manager wise in the grading, 
ginning and sale of cotton; and if the seed societies undertook the sale of 
jed we would have a type design organization which could ]ye brought into 
ling wherever cotton was grown in sufficient quantity. 

With such an organization, provision would l)e made for the distribution 
and sale of seed in adequate quantities, the timely financing of the growers 
and tho co-operative marketing of lint. Ginning pools would then have no 
terrors and as the cultivators themselves would put so much pure cot^n 
on the market, buyers of repute would be attracted and the evils of mixing 
would Ih) avoide<i. 

A further advantage of this organization would l)e that it could be used 
to foster a spirit of saving and €H*onorny. Loans are obtained on the strength 
of share capital subscribed. If from the profits obtained the share capital 
of each member were increased by, say, Rs. 3 per acre i>er annum, in a few 
years the share capital would equal the advance now required for cultivation 
purposes and no loan would be needed. 

The final results would bo, on the one hand, that the cultivator would 
be placed in a position to fight his own battles, and on the other hand, 
that the efft>ctivonass of the Agricultural Offit-ers for propaganda work woula 
be enormously increased. 
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dbowing particulars of Cambodia Cotton Seed Farms in Timppur and Avanashi centres — ^VUI Circle — eotd. 

( I { I Yield. I I Bate at whioh sold. I Market rate. 





Written evidence of B. B. BA^LAJl BAO Avargsl, 

Secretaiy, Tbe Indian Bank, Limited, Madras. 


/, — Agricuttural credit and credit facilities for small industries. 

Most of the agriculturists in the province borrow for i)aying land revenue 
and for meeting the expenses during cultivation. They are generally for 
short periods and are liquidated as soon as crops are harvested. The borrow- 
ings on these accounts are from the richer ryots in the villages or from 
money-lenders or from commission agents; and interest is charged at from 
12 to 18 per cent. In some cases, money is obtained by forward sale of 
crops. The long-term borrowings are rarely for capital improvements, but, 
usually to pay off prior debts or to meet the deficit due to the increased 
style of living or to build houses, the investments over which are very often 
out of proportion to their estate. The Marwari money-lenders usually 
advance on promissory notes and the local money-lenders on mortgage of 
properties. Short-term loans are always against pro-notes. 

The agriculturists in most of the districts of the province have taken 
advantage of the system of pledging their produce with the banks in getting 
the best price for their crops. Many ryots with average holdings buy the 
produce of the smaller ryots and pledge them to tjie banks. This is parti- 
cularly so in the delta taluks in the Circars. In the dry taluks where the 
ryot is not so well educated and where also there is not much of banking 
facility, they get advances from the commission mercliants through whom 
they are hound to sell their produce. The commission merchant, besides 
charging them interest on his advance, charges also a commission on the 
sales and charges for warehousing and does not always sell to the best 
advantage of the ryots. The commission merchants obtain their finance from 
the Imperial Bank of India, other joint stock hanks of the loc^aliiy and also 
from the Marwaris. 

The development of a hundi market and the use of negotiable instruments 
in financing trade is very backward in the province, it is partly duo to 
the absence of sufficient number of joint stock banks. The indigenous banks 
are too conservative to undertake this business freely; and the Marwari 
money-lenders do not like it as it prevents them from changing the rate of 
interest during the currency of the bills; and the Imperial Bank of India 
is apathetic. iThe difference in stamp duty between usance bills and pro- 
notes has also tended to the popularity of the latter. 

The Negotiable Instruments Act is capable of improvements in many 
respects and unless much of its technicalities are simi^lified, there is not 
much chanc*e of their being adojited in business or banking to any consider- 
able extent in places in the mufassal. 

The system of joint stock banks and indigenous bankers lending on pro- 
duce stored in godowns by commission agents and ryots has much developed 
and is also popular. But the system has not helped the evolution of proper 
types of warehouses or the centralizing of them in district areas. There is 
^ei’y gobd scope in several of the districts for trying the, ojieration of 
licensed warehouses and if the banks working in such areas co-operate, 
the proposition is bound to succeed. Such a development is vei*y conve- 
nient to the banks and beneficial to merchants and will also help in creating 
central exchanges of different commodities. 

In some places there are blocks of godowns which can be grouped to- 
,,igetner and others built near them. The control may be in a private agency 
w a limited company or a local body. The municipalities must contribute 
their Bha);p by prohibiting the construction of godowns in houses except for 
domestic purposes. The local boards may profitably use their surplus funds 
^ constructing and maintaining such godowns in each centre. The agency 
^n charge of these warehouses can maintain a register of measurements of 
me godowns and can issue certificate of storage upon the strength of which 
fbanks can advance. The banks will be saved the maintaining of the special 
Staff which they are now doing and can therefore be able to lend at better 
jates. The bonwers will not only profit by the reduced rates charged by 



bauks but will also have the benefit of rediuxxl rates of iusurauc'O as any 
inBurance company will l>e glad to (luote vspecial easy rates to cover risks in 
Well-built and protected blocks of godowiis. 

One of the methods of helping the development of agriculture and the 
financing of agriculturists is the development of agricultural paper market 
of a currency longer than that of ordinary trade hills us in America. 
Farmers who have more than average holdings and who are prepared to 
niaintaiu their farm accounts in a manner to be prescribed by the Govern- 
ment or by the central banking institution can be given the facilities of 
getting their hills discounted by the banks. The Agricultural Department 
can reijort periodically whether the farm is being run properly and the 
statement of accounts furnished to and examined by the discounting hanks. 
When such farms increase and when the facility of discounting is assured, 
discount houses will grow’ up. The rediscounting hanks, which may either 
be a farmer’s bank oi* land mortgage hank or an ordinary joint stock bunk, 
may obtain a certificate from the diswuntiiig house oi* broker that the hills 
offered as agricultural hills are readv just such as is now being done in the 
case of the reserve bank in the U.S7A. and in the case of trade bills offered 
for re-discount by discount brokers and constituent l)anks. 

1 1 . — 1 fuJ'uj i: n ons ha a 1: i n <j . 

1. Indigenous bankers in the Presidency nuiy be grouped under the 
following heads : — 

(1) Local {)eople who are rich and have li(|uid cash; 

(2) the Marwuris; and 

(3) the Nattukottai Chettiyars or Nagarathars, 

Tlie first class arc generally reasonable in their rates of interest and 
udvaiico mostly oii mortgage of properties for long terms. 

The second class of bankers are quite numerous and have very wide 
ramifications. Tliey lend for pinqiGses other than genuine trade purjiGses 
also. Their capital is obtained from their native i)laces and during the busy 
season is drawn by selling bills on lloinbay. Thougli the feeling is very 
strong against their existence, still they are tolerated as a necessary evil 
as they finance trade to a great extent. Till recently there was only the 
lmi>erial Bank of India and there w’oro no joint stock hanks or nidhis. It 
is only some of the bigger merchants that can obtain credit facilities from 
the Imperial Bank and even that only to a limited extent. The bigger 
merchants for their other requirements, and the smaller merchants for the 
whole of their requirements, have been forced to go to the Marw’aris. 
Further, these money-lenders give the merchants money at all odd hours 
of the day and for very short periods also and do not insist on a co-obligant 
or endorser. The interest charged, unless it be for first-rlass parties, is 
never less than 12 per cent and usually during the busy season goes up to 
24 per cent or more. The borroweis merely sign on the money-lenders* 
ledgers and obtain payment. The horrowdngs are usually on demand and 
interest is enhanced and compounded whenever a demand is made and the 
loan is not paid. 

The third class of indigenous bankers are different from the Marwarfs 
in that they are able to attract some local deposits, w’hile the Marwaris 
are unable to attract any. The Nattukottai Chettiyars also hav’o branche.s 
or offices in all places and are in close touch with the borrower. Like tho 
Marwari’s, the Nattukottai Chettiyar's working funds comprise, besides the 
deposits he is able to get, his own capital and amounts borrowed from 
banks. 

3. There is generally very little co-operation between the local money- 
lenders or between them and the Chettiyars and Marw’aris. Between the 
latter also, there is very little co-operation except when one of them 
suspects the solvency of any borrower. He then gathers together the rest 
of nis class who have lent to him and all of them demand repayment simul- 
taneously. This is often the cause of many failures of the focal merchants 
who would have saved themselves from the crash if given a little time. 
The rates of interest charged by the Marwaris and Cliettiyars are so high 
as to give them sufficient margin for bad debts and they would rather go 
ia for composition for the sake of spot cash rather than wait for somi 



time and get a fuller repayineut of their dues. The e^y credit 

hv the hxal inoney-lendera have demoralized th© merchaute and made faeni 

trade to an extent which neither their capital nor their roBourcos justify. 

Even if the joint stock banks increase in numbei-s and extend their 
activities to the mufassal, there will still he a cla^ of merchants and a 
type of business which they cannot finance owing to the nature of tneir 
constitution, the restrictions imposed by statutes and the responsibility th^y 
owe to their depositors. It is only indigcnoas bankers with the Imneht 
of their closer association with the borrowers, less costly establishment and 
overhead charges and greater freedom in the choice of the borrower that 
can fill up the gap. It is. therefore, highly necessary that this class of 
hankers should be encouraged and organized. 


6 The high rates charged by the indigenous hankers are, among other 
reasons due to luck of sufficient capital to finance tlie trade during the 
season. The securities they take for tlio advances made lie idle till the 
I 0 UH 8 are repaid and therefore the turnover of their business is restricted 
to the amount of their capital. If Uieso bankers are given discounting 
facilities and are taught the benefits of tliat practice, their turnover will 
increase with a cousc<juont increase in "the percentage of their profits and 
they will then he in a position to reduce their rates. Certain classes of 
indigenf?us hunkers like the Multanee shroffs enjoy such facilities and their 
I'ates also are correspondingly much more reasonable than those of other 
bankers and money-lenders. 

11. Difficulty will l>e felt in inducing the bigger joint stock hanks to dis- 
count the hundis ol these bankers as with the present moans at the disposal 
of these banks tlioy are not in a jjosition to know much about the financial 
condition and tlie nafcmo of the advances of these hankers. The indigenous 
bunkers will not agree to give the same publicity to their transactions as 
joint stock banks do. But they can be induced" to give a iinancial state- 
nient of tlioir imsiness to banks, in confidence, and the hanks <an investigate 
them and if found satisfactory give them the facilities of discount. The 
joint stock hanks can in their turn get these papers rediscounted with the 
central reserve hank. Thus indigenous bankers may be linked on to the 
central banking institution and the money market. 

To create facilities for discounting tho bills of the indigenous bankers 
in the mufassal, the central reserve bank will not be in a position as it 
cannot have many small branches. The scoi)e of business of the central 
reserve bank must, of necessity, be restricted to dealings with other joint 
stock bunks. It cannot deal directly with merchants or indigenous bankers 
unless they are really very liig and submit to their accounts being audited 
like joint stock banks and to other stipulations that a reserve bank will 
impose for allowing them tho benefits of rediscounting facilities with it. 
Even if they do, it is only a very small percentage that will do so and 
th© majority of the class will b© left out. For helping them, it is only 
joint stock banks that can come in and it must be the policy of The 
Govornmont to helii in the stiengthening of the existing joint-stock banks 
and inducing them to open more branches or in the creation of more joint- 
stock banks at various centres. Tho absence of joint-stock banks is felt 
very keenly in the mufassal where apart from the Imperial Bank of India 
and tlie few branches of the Indian Bank, there is no joint stock bank of 
consequence. 


The opening of a local bank with a local directorate may be desirable 
but it will not be possible as very few places can supply the required 
capital. The (central reserve bank cannot do it usefully as already explained 
and so it is only th© existing joint stock bank that must open new branches 
wherever there is 110 scope for raising local capital. It is better ^causo 
it is /ouhd from experience that an institution with no local attachments 
end not dependent on local parties works better. In ©very place there are 
parties and a local directorate is likely to Ive influenced by party politics 
if they should be the sole directors of the institution. There is afao tie 
likelihood of an institution becoming unpopular if the controlling party in 
directorate happens to be unpopular, Th© branches of a Joint stock 
bank can have the benefit of the experience of the indigenous b fli-**^**^ by 
ccustitutina an advisory board for each brandi and inviting some of Ibese 
bankers and the big merchants of the localitjr to serve on It, i'u^er, M 



tfajift# bankers are given discounting facilities, they will nooeasarily come 
inlb intimate contact with the branches and in trying to keep their credits 
ally® viii hills of good parties. 

TPhere is also another reason why it is better to hare for some rears 
at least, branches of a good joint stock bank with offices at pixjvincial 
oentres than local banks. The business in many of these places is seasonal 
and money remains idle during the dull season without being able to earn 
any interest. A branch bank can then easily divert its funds through its 
head office or its provincial* offices to other centres where there may bo a 
demand for money and whore they can employ these idle funds usefully. 
This will be an advantage to the local merchants as the branch will then 
be able to advance during the season at more reasonable rates than it 
could if it should keep the money idle during the dull season. There will 
thus he co-operation between different business seasons and a lasscning of 
the average rate of advance and the total amount of currency reciuired to 
finance the trade will also bo less. 

III. — Investment habit and attraction of cnjntal, 

1. The banking resources in the province, as far as investment is con- 

cerned, are the indigenous bankers like Nattukottai Cbettiynrs who receive 
deposits, nidhis, funds, co-operative banks, stock lianks, tb.' Imperial 

Bank and post offices. There are enough facilities but, as long as the 
existing disparity in rates on mortgage loans and deposits wdth any of these 
institutions exists, it is only an offer of very high rates that will uttrnct 
deposits to themselves. * 

2. There is very little deposit in banks in the districts becanse the savings 
are invested in lands and houses. Though the yield on those investments 
is not higher than on deposits with co-operative bunks, investments conti- 
nue to tend in that direction because possession of lands and propeHies 
raises the status of the individual and affords tangible proof to the public 
of bis solvency and raises bis credit tborebv. The postal rash certificates 
and savings banks are not popular because they are not attractive and there 
is also not sufficient publicity given to them. 

4. The cheque habit is not popular because very few have bank accounts 
and most of tlie cheques come to the bank for encashment. This is bound 
to cause some trouble to the pavees as they have to come to the bank and 
will have to do so within banking hours. Being unacciiKtomed to the law 
of endorsements they experience great difficulty in cashing cheques payable 
to order. Even the mercliants in the trading centres do not take I 4 ) it 
kindly as the necessary delay in cashing chennes is inconvenient to them. 
If payments are made more expeditiously and if more people start having 
accounts in banks, cheques will become more popular. It is viu'y desirable 
that this habit should be developed as it will mean less of actual currency 
in circulation and be more convenient to the people also, Tt will help in 
developing the habit if Oovernmont can issue cheques in paying salaries 
hut sufficient banking facilities must exist for their servants to cash them 
without trouble and inconvenience. Vernacular scripts can be easily in- 
troduced in olTeques and the Indian Bank has already done it. The cheque 
liabit will grow with the growth of the joint stock banks and ibis will bo 
facilitated by having clearing houses at places where the number of banks 
is large enough to justify one, 

6 . The opening of several branches of the Imperial Bank of India has 
helped in bringing banking facilities to many places which had none pre- 
viously and have enablcnl the local trade to obtain at least a portion of their 
requirements at cheaper rates than what the indigenous hankers were 
charging. But the Imperial Bank has also missed much that it could have 
done There is a general feeling of a lack of courtesy and sympathy felt 
by the constituents of the Imperial Bank. The monopolistic position it 
holds in the market, the isolation and the prestige it surrounds with 

bemuse of its Governmental association, the official and bureaucratic atmos- 
phere that pervades the institution and the absence of personal contact 
between the agents and the businessmen wherever the agent is an European, 
have not been conducive to the creation of that type of relationship^ that 
oui^ht to exist between a hanker and its customer. In that respect it has 
inllihited the growth of hanking habit in that class of people who aps 



depoiltors and ara not borrowers. Things wonld hare been different if the 
Imperial Bank had the same necessity to find deposits for its business as 
the other joint stock banks have. 

Though the Imperial Bank has been successful in increasing banking 
facilities in the mufassal, there is much to be desired in the policy the 
branches adopt in their relation to the joint stock banks existing at the 
places. The Imperial Bank’s branches enter into an unhealthy nvalry with 
ihe local offices of the joint stock banks and as they enjoy the benefits of 
Government funds the competition becomes one between institutions of 
unequal strength and, therefore, unfair. The competition on th^ part of 
the Imperial Bank’s branches grows to the extent of becoming an abuse of 
their privileged position. It is anomalous that the Imperial Bank should 
offer better rates and better facilities to ordinary businessmen than to 
joint stock banks and very often the privileges enjoyed by their business- 
nion-constituents arc denied to joint stock banks’ constituents though the 
latter are as much their constituents as the former and are entitled to 
better rates and better privileges as judged by their financial position and 
the security they offer. The jj^int stock banks are not able to «ist‘, in 
practice, the facilities that they may be offered in theory by the Imperial 
Bank, as they will be disclosing their business and their constituents by so 
doing and as long as the Imperial Bank operates in the same field, they 
cannot do so without detriment to their business. The ioint sto<*k bankers 
have, therefore, to work under a big handicap wherever a branch 
of the Imperial Bank exists, instead of their being benefited by it. The 
losnlt has been that joint stock banks have not been able to thrive in the 
mufassal as well as they might otherwise have and the people have suffered 
to that extent in having been denied banking facilities. While the Imperial 
Bank itself has not only failed to do what all it might have done, it pre- 
vents other smaller institutions from doing their bit. If joint stock banks 
have to thrive — and it is alisoUitely necessary in the interest of the country 
that they should open branches in the interior — the Imperial Bank’s scope 
of business must be restricted in a manner that it cannot work in the 
same field as the other banks have to operate and that banks should have 
better facilities from it than what they now enjoy. Whatever the condi- 
tions may have been at the time of the amalgamation of the Presidency 
banks into the Imperial Bank of Iiidia that made it necessary to free the 
Imperial Bank from the restrictions attaching to reserve banks in other 
countries, w^hile giving them all the privileges of such institutions, it is 
neither necessary nor desirable that these conditions should bo perpetuated. 
The Imperial’ Bank can do more to develop trade and promote banking 
habit if it operates through the existing banks than by its operating 
directly in the field and if the existing banks are not enough, new banks 
can be helped to come into existence or tliese banks helped to open more 
branehes much more easily and at much less cost than by its opening its 
own branches. 





Writtm eTidenoe of M.E.Ey. M. NABATAN A EAO GABXJ, 
B*A.» BJLu, Direotor, the Distriet Co operetlve Central 
Bank, Limited, Anantapur. 


/. — AffTicultunil credit and credit facUiiie$ for small industries* 

I. (a) The village sowcar is generally looked to, and he still retains 
his hold upon the agriculturists. The Government has also come to his 
help in granting him loans under the Takavi Loans Acts. 

The co-operative societies where they exist grant loans for all purposes 
referi*ed to in the question. The co-operative societies grant loans up to 
a maximum period of five yeoi-s at 9S i>er cent payable in short instalments. 

Loans by the Government are granted at 6i per cent and range from 
one year to thirty years. The present rate of the sowcar ranges from 9 
per cent to 36 per ccnit. Government accept only landed property as 
security. The two other agencies accept both immovable and movable pro- 
perties as se(‘urities^ The Government and co-operative societies do not 
accept any prior encuinbrances. 

The Government grants agricultural finance in the manner descrilied 
above. 

Imperial Vnnh. — The Imperial Bank does not operate in our district) 
though there is much need for it. 

The joint stoch hanhs. — The joint stock systems in vogue in Ibe district 
are known as nidhis or mutual benefit funds. They mostly exist in the 
headquarters of the taluks and mainly w^ork on their share capital. They 
grant loans to all memlRM*s, either on personal security or immovable pro- 
perties. Their loans extend to all purposes. 

Co-operative hanks, — These are varied in their activities. Banks situ- 
ated in the towns or in the iirlian areas as contrasted with the rural areas 
grant loans both for agricultural and non-agricultural purposes. But the 
rural societies extend their operations mainly to agricultural needs and 
the clearance of- past indebtedness. There are also societies knowm os loan 
and sale societies situate in nil big places in the district 'ivbicb grant loans 
on the security of th^ produce to the extent of 60 per cent of their value. 

There are no indigenous banks in the district. Indigenous banking is 
not done on an extensive scale. Bankers in the district represent the sow- 
cars who are overcalculating in their demand for interest. 

There is a firm in the district which deals in fertilisers having its 
branches in one or two places. It also grants loans at favourable rates in 
the matter of purchase of manure. 

It i.s not possible to estimate the amount of capital required for the 
above purposes. The district is generally poor. The ryot is in an awfully 
indebted condition, having had to face several successive famines in the 
past years. 

Defeefs in the present system. — The loans under any of the acts above 
mentioned are not easily procurable. There is much of red-tapism in tho 
grant of loans. T would suggest and recommend the grant of these loans 
ha be handed over to the village societies or the village panchayat where 
jbhey exist. 

As regards the co-operative societies, they have not got enough of capital 
to advance. This is due to the fact that there has been no methodical and 
scientific survey undertaken before the societies were tiiurted* Besides, the 
co-operative movement is not properly understood in the district in spite of 
its existen/3e in the district for over fifteen years, ft is still in the hands 
of a few privileged people and has not made much headway among the 
masses. Lack of literacy among the masses and the short duration of loattf 
stand in the way of the ryot being helped out of his di^Kculties, 
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There iw not much of co-ordination amon^ these various credit aj^encies. 
Co-ordination is possible and can be successful no doubt. 

2. The r 3 ’ot generally receives advances long before the produce ia 
gathered and thus sells his produce at a discount. Ju other cases he has 
to depend upon the commission agent and lose much hy way of commission 
for securing the sale of his produce. The existence of loan and sale societies 
has solved the problem to a certain extent. The rural credit societies 
themselves have to organize this branch of activity by pooling all produce 
in the village area and selling them in season at favourable rates. 

Internal remittance, — The hundi sj^stem is in vogue in the district. 
Considerable amount of money is circulated in this way. Some foreign 
agencies draw amounts also from the treasuries for marketing purposes* as 
for example* the V’^ofkart and the Rally lirothers, who^ have their agencies 
in the district and draw their amounts from the treasuries and the Imperial 
Bank’s branches. 

The cto-oporative sorneties also encourage circulation of money in the 
district by accepting (-hequos from other sister societies. Facilities must 
he given for the remittance of funds hy co-operative societies for smaller 
amounts than done now (Rs. 150). Complete remission from money order 
commission may lie granted to the co-operative societies. Recognition may 
he granted by the Government to the central hanks for the transfer of 
funds just as the branches of the Imperial Bank are doing now. 

Since the hanking principles arc not clearly understood in this district, 
I cannot niako any suggestions in connexion with the negotiable instruments. 

Instrumenis of ownership. — Generally the railway passes and the 
receipt of invoices are pledged to secure loans for marketing purposes. 

3. The value of land for different kinds of crops. — Wet lands under a 
good tank or river are sold at Rs. 1,5(M) to Rs. 2,(M)0 per acre, the reason 
being that the permanency of tlie crops is insured and marketable produce 
is grown, such as sugarcane, etc. Well grown sugarcane crop, grown on 
one acre, fetches nearly Rs. 1,000 even in ordinary years. Ilonce it is wot 
lands that fetch such high value. 

The value of the other wet lands where we grow other kinds of crops, 
as, for instance, paddy, etc., varies from Rs. 100 to Bs. 1,000 and the annual 
yield never exceeds more than Rs. 200 to Rs. 250 per acie even in the l>est 
of yeai*s. 

Next to these come the dry lands which are divided into black -cotton 
soil and red-soil lands. The value per acre in the blacrk-cotton soil ranges 
from Rs. 100 to Rs. 250 and in the red-soil from Rs. 150 to Rs. 200. All 
kinds of dry crops are grown on these lands. Prices of these red-soil lands 
have increased in recent years, owing to the extensive cultivation of 
groundnuts. Besides these, there are well-fed lands, whicli are as costly 
as wet lands though much labour is involved in raising crops on them. 

(a) If the sale is well advertised the lands fetch their normal prices. 
Otherwise they fetch a much lower price than that olitaincd through 
private negotiation . 

(b) The sales of land under court decrees always fetch lower prices 
than the normal rates owing to the fear of several claims and cross-claims. 

(r) They fetch a normal price, 

4, No impediment. 

No institutions for granting long-term credits. 

I would very much desire that a land mortgage bank be established in 
each taluk headquarter with funds raised by debentures. Now that lands 
fetch very decent prices there is no trouble in raising debentures with the 
present Government guarantee. Before the bank is established I would 
like to undertake an economic survey of the village and test the indebted- 
ness of the population and grant long-term loans to needy agricuHurists, 
leaving them a fair margin of maintenance with a view to ensure the loan 
being cleared up within the period. 

(o) The present title-deed known as pattas granted under the ryot- 
wari system is no instrument of title and is not recognized as such by the 
civil courts. If possible I would recommend their being recognii^ 
instruments of title and thus avoid much speculative litigation, 



(h) 1 would bo very utiwilliag to give ilio power of foredosuro to tho 
fiiumciug banks, as at present 1 fear that wo have not got iiiteliigeni 
elotnont to appreciate the dangers attacliing to premature foreclosure. 

Capital of mortgage hankjt , — ^To start with, the Qoveminent must 
guarantee the principal and the interest on the debenture bonds and as 
conditions improve and people come to know the utility of such banks this 
will attract also local deposits and the central banks also will l)e willing 
to advance loans for long-terms. It may also be suggested that trust funds 
may l>e invested in debentures. 

5. With a view to ascertain the indebtedness of a particular village I 
have made enquiries in regard to tho indebtedness of each ryot and the 
chance of liquidating the suine. I found that loans extending over a period 
of twenty years should be given to him and then ho will bo in a position 
to liquidate and retain the i)roperty in his own hands provided he lives u 
frugal and economic life. 

When I talk of long-tc'nii loans 1 ‘always take it that the security which 
the debtor gives i.s one of immovable property. There may bo cases where 
men may have lot of movable property, without owning any immovable 
I>roperty. In sucli cases it would be unsafe to give long-term loans. 

Mostly debts referred to above, namely, b, c, J, and e are borrowed 
from local sowcars. 

The co-operative societies have stepped in and are meeting all these 
demand.s. 

Yes. A number ol farmers are turning into tenants on account of losing 
their i^roperty. Tliis certainly takes away any incentive to produce more. 

6. Hand-spinning, gardening, w'eaving and cotton-ginneries ai-e some 
of the subsidiary industries which are resorted to by the agriculturists ii^ 
my district in leisure hours. 

If improved systems are adopted, provided sufficient capital is forth*^ 
coming us a result ol Government aid, certainly there will be better oub- 
turu both in quality and quantity. At present the agriculturist is suffer- 
ing very much for want of funds to improve those subsidiary industries. 

In parts of this district, where cotton is uhiuulantly grown J would 
supply each household w ith a fly-shuttle loom and make it a subsidiary occu- 
pation. In other parts of tho district whore fruit gardening is possible 
1 would recommend the agriculturist to undertake it, for it is certainly 
more paying than other occupations. There are certain places where cutlery, 
that is, making ol knives and other implements is undertaken. 1 would 
encourage such industries on more organized and scientific lines. 

In regard to the working eaihtal and the financial machinery, I would 
ask the legislature to pass an enactment more on tho lines ol the State 
Aid to Industries Act and make the payments either through the village 
panchayats or the co-operative societies. 

7. The tendency of financing banks like the Madras Central Urban Bank 
is only to give a short-term loan. The deposit in the local banks are 
also for short periods. These two evils make the work of the central hank 
in the district more difficult in the matter oT granting long-term loans. 
Perhaps it is the result of this fear that has made them fix only five years 
as the duration for the payment of loans through them. 

At present the capital that has been inve.sted in the co-operative move- 
ment in this district is 18 lakhs of rupees including shgro capital. Taking 
the figures available in the economic survey of one or two villages I would 
roughly estimate the needs of the district at ten to twenty times 18 lakhs. 

In my district there is no competition 1>etween the co-operative banks 
and the joint stock banks. 
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L — Agricultural credit^nd credit facilities for small industries, 

1. The ugriculturist8 ol this country consist mostly of the depressed classes, 

to whom 1 owe iny origin. The ngriciiiturists cun be divided into two 

classes, viz., landowning and landless agriculturists. Although the majo- 
rity of the landholders ui*e higli caste iiH?n, they do not sutticiently identiiy 
themselves with the land so jnueh so that they do not cultivate the lands 
belonging to them. What they do at present is to lease the lands in favour 
of the depressed classes and other i)oor classes of people upon wdioin the 
burden of ( ultivution rests. As a rule the class of .agriculturists called the 
backdone of the country are poverbially poor, although the wealth of the 
country depends upon agriculture. 

The needs of the agriculturists are too many to be ciiuiiierated beie. 

In the interests ol the welfare of the agriculturists, it is necessary that 

some of them at least shouid be considered and lu<^^surcs cuieuluted to serve 
tlie needs should be adopted. 

That which the agriculturists .stand most in need ol is Uiiaiice. 

(a) For expCHSCii during cultiration . — The laiulle.ss agriculturist does 
not get enougti ol inoauce irom the land leased to lum. jf lie gets more 
Uiun ne contracts to pa,> oil lus master (landlord) it is well and good; but 
fi he geti less tnan tnac, he is uaubiu to pay his landlord as agrix^d; and 
me landlord contrives to get u pro-note from him lor the hulance due to 
him. 'Jlie pro-note is not disciuirged in full. Uu the one hand it becomes 
u source ol emharrussiue.nt to the tenant, and on tlie other hand, it serves 
as a source ol litigation to the landlord, JiKeiy to lleece tne tenant to the 
last pie. lu cases where the agriculturist has executed lease-deeds for tho 
payment oi rent due to the landlord, the latter hies a suit upon tJie leaso- 
aeed against the -cultivator lor the recovery ol tne lull rent ii nothing is 
paid or oi pun of the rent, it some portion oi it only has been paid to the 
landlord. I'or his subsistoncu during the 2 >enod ol cultivation he might 
borrow money from the protc.ssional money -lenders who are likely to heap 
burning coal upon Jiis head at any moment of his dreaded and dreary 
existence. 

Large farmers us well as small fanners sell tlieir produce aud utilize tlie 
plOl^eeas lor the jmriioses oi cultivation and otlieis aix^ I>rone to contract 
debts from men wno aim at iiroht in lending money. 

(b) Capital and permanent improvements . — Tlie land in which improve- 
ment IS sought to be etfected, is mortgaged to secure loans to be utilized 
lor such purposes as sinking wells, lowering or heightening the level of the 
fund, or jjlaiiting fruit trees. If the land does not yield a good return, and 
tho debtor consequently is unable to pay off his debt, the creditor does not 
hesitate to hie a suit against the debtor for tho recovery of the loan and 
tile upshot is that the land is sold in auction and it goes toi‘ a low bid, most 
probably in favour of the deci-ee-holder. When a piecx) of land is purchased 
and part of the unpaid consideration is secureil by a mortgage ot the. land 
sold, the agriculturist, owing to his ill luck, is unable to pay the debt and 
the whole piece of laud is sold in auction in pursuance of a court decree 
obtained against the vendee, and the vendee, moved by a speculative spirit 
to thj^ kind of bargain, goes to the wall. The little sum that was invested 
at the original sale is tlius lost to the vendee. 

(c) Failure of monsoon, for land revenue, etc , — Universal distress iii'e- 
vails on failure of monsoon. Even landholders are obliged to take loans 
from those who are resourceful in their means such as sowcars, etc. Some 
of the landholdei-s, who can afford to give loans to poor agriculturists, take 
unfair advantage of their necessity by lending out money at exorbitant 
excessive and penal interest ruinous to the poor. It is sometimes impos- 
sible for ordinarj- agriculturists to get any loan whatever to get rid of 
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iii^ distrubii tu H'Uk'li tliuy wuuki utkorwiM) bo Mibjcctod. Then Uio whole 
pre&onts m lYitiublo })ictui't> at the idea ef debcribiiig which a deceut 
iiiWit bhudders. 

Intereni . — As tur us luy knowleclgo goes, 1 have to say that for some 
tMe past tile tendetiey to enham^ interest has been more or k'ss curbed. 
Tile introdnKion ot eredit eo-^>i>oratire soi*ieiies in rural areas witli loans 
rcfiayabic in instuliucnts at the rate of 10 or 11 jH'r cent i>or aiiiiuui has 
brougiit the piotessional laoney-loiiders low in the esiiiiiatmii of the gi‘iierUl 
public. 

Hospectable and <*onscionable money-lenders eliarge tlie debtors at 12 
per cent per annum, if the sum a^lvaiieed is Ioj^s than Its. 1,UU0 and li the 
loan ex^eeiMls Us. 1,000, then the interest is 0 ]>er cent per annum. But 
the majority of money-lenders charge any interest up to wnt per cent 
with compound interest from the date of delault. Beriod of loans and 
the nature or methoils ol security depend upon the circumstances and 
needs of the parties. J^roiaisvorj notes and hypothec*ation l>onds and other 
deeds are execuiixl to secure the debts. Though the ]>eriods ioi which 
loans are advan<*e<l ai'O <*oinparHtively shorter lhan the documents could lie 
held binding tor, ttie debtors invunality take the full tune allowed by law' 
to the bonds. One in ten pays the amount to the creditor before ho Beoks 
a remedy in a couil ol law ior the delault of tlie debtor. 

The Government profes-s to help the agriculturists with the loans to )»e 
made by the Keveniie sniKirdi nates. The local karnain and the Koveuiie 

Jnsi>ector of the firka ai’e to be propitiated belore they recommend loans 
in favour of the agriculturists, 'this system does not work well and the 
loans are not available in tune when the agriculturists stand in need of 
the same. The Uevemie Inspector and the kurnam are difficult ot aj>proach 
for an ordinary ryot. No gocxl is voluntarily done by these ofticers to 
these ryots inasmuch as tliey do not identity theinselveH w itli the agricul- 
turists of tile country. Tlioiigli the loans are w^ell devised, they do not serve 
the purpose lor wliuii they arc inUnuled, it is true tliat the loans are 
repayable with nominal interest in instalments. But they fail to produce 
the desired e{fc'ct with the resmt that the agrieulturist is reluctant or 
unable to discharge the debt in accordance with the terms ol the contract. 
The imperial Bank, the joint-stock bank and other banks do not otfer 

loans to the needy ryots and the latter are unable to fulfil the conditions 
oi loan prescril>ed by tlio bankers. 

The eo-operutivc societies established in rural areas otler loans to the 
lueialjers only and the amount ol loans is limited to the extent ul the 
assets of the debtor. Loans arc not availuhle at all times ol the year 

f 1*0111 the said societies. So we find that the societies do not rise €>qual to 

the occasion. Ev^en the lueuiliers do not derive adeiiuate help Iroia the 
society. 

As regards the capital required lor the various purposes ol the people 
oi this district, it sliould l>e stated that even lakhs ol rupees could be 
availed of by them. 

AgrivulUmd loamn unprovement . — The karnum and the itevenue 

lnsi>ector should nut lie entrusted with the business of recommending loans 
in favour of agriculturists, since thej do not evince any interest in the 
cause of the people. A body ol non-oltieial men, ehielly selfless and enlight- 
cneo ryots, stiouui form a committee who will acquaint the 'J’ahsildar with 
•the needs ot the individual ryots. The Tahsildar must always approve ol 
the recouiiueudaticms of the said committee in the matter of granting loans 
to the ryots, llie loans should carry no interest lor some years. 

The rural eo-operative credit societies should he provided with sufficient 
money to meet the demands of not only members but al!>o of non-members 
of the village. The Government may grant loans to the societies for agri- 
cultural purposes also. 

2. Marketing pnndijal ( rops.—The principal crops or produces of this 
district are paddy, jaggery and cotton, far as paddy is ^eerned, 
it is sold by the ryot after the harvest when he thinks that there is a 
reasonable price available for the same. Only for emergent purposes it is 
sold at the time of the harvest. One or two men of the village stoc^ paddy 
in large oiiantities by jiurchasing the same ironi the ryots iu anticijiation 
of making a profit. If this experiment proves disastrous, they give it up 
and so there is no systematic storing of paddy. But petty dealer^ purchase 



{>addy from the ryots, take it to the market or to tJie villages where there 
10 a demand for the same and sell the same at a proht. Thus kind of busi- 
ness continues right thiough the year end. 

As regards ia^ery and cotton it is to be stated that they pass throu£^ 
several hands bet ore they reach the factory or mills where they are con- 
verted into different articles from what they are when originally obtained. 
The middlemen advances money to the palmyra climbers vmen they are in 
need of money on the condition that jaggei*y should be sold to him at a 
fixed price always detrimental to the producer. Then, in the season, the 
producer is to part with the same, In spite of this, his debts remain un- 
paid, and he is to give jaggery of the next season to discharge himself from 
the prior obligation. An unscrupulous middleman keeps the palmyra 
climber in a state of perpetual iridehtedness to him. Cotton is similarly 
dealt with os jaggery in disposal. 

The individual producer deals with his commodity in the light of the 
position in which he is placed. One thing that is prejudicial to the pro- 
ducers is want of co-operation among them. The inerehants and inicfdle- 
inen pay money to the producers in return for the produce of the lands on 
terms convenient and profitable to them and the result is that the producers 
make nothing out of the contract. 

The rural co-operiitive societies should be trained in stocking the crops 
and produces of trie members and selling them at a profit. Such a practice 
will affect the merchants but it is likely to do more good to the members. 
In this district there is no agricultural society and so it is very necessary 
that agricultural societies calculated to promote the good of the agricul- 
turists should l>e started. 

The banks of this district do not offer help to the ryots in the matter 
of marketing their produce. Since the lyots and merchants are not suffici- 
ently advanced in knowledge, education and experience, negotiable instru- 
ments are not utilized to the extent to wdiich people of other countries use 
the same. 

Coming to tlio Negotiable Instruments Act, one fact deserves mention 
in this place. An ignorant poor ryot executes a promissory note in 
favour of a rich man. He makes j^urt payment towards the same but he 
is not careful to take receipts for the same from the promisee, or the 
latter evades to give receipts for the money actually paid. The promisee 
or his assignor files a suit against the promisor. The plea of disenarge of 
the promisee is difficult to prove. The existence of a decree either cx 
pitrit or otherwise against a ryot is a millstone hung round his nock. The 
assignment of u promissory note does harm to a poor jjeasaut, as he can- 
not prove tliat the assignee had knowledge of payment of money made 
by him to the assignor tit tlie time of the assignment. 

3. Valut of the land . — Tbe value of laud is assessed in the light of the 
nature, of the soil, water facilities and the market price of the crops grow- 
ing in the land. Lands fall into two classes, viz., wet and dry. The wet 
lands are of three kinds, namely double crop, compound wet and single 
crop lands, tlie price of them per acre respectively being Its. 3,000, 
Rs. 2,000 and Its. 1,000 ujmroximately. The black cotton soil of North 
Tiunevelly is priced at Rs. 1,000 or more per iktc.’ The dry laud of the 
ordinary kind is sold from Rs. 20 to Rs. 3,000 per acre. Gardens contain- 
ing coconuts, palmyras, mangoes, etc., are estimated in tbe light of the* 
probable income likely to accrue to the owner. 

(а) For non-payment of revenue the land is sold at auction sale. This 
is rarely done and if done at all, it is done without sufficient notice with 
the result tliat the laud is sold for a xjaltry value not worth mentioning. 

(б) When the land is sold for the satisfaction of a court decree, it is 
sold fpr an upset price, most probably half or two-thirds of the actual value 
of th^ land. 

(c) la the case of sale by private negotiation the vendor tries to get 
the actual value of the land. Neither party gains nor loses in a bargain 
of this kind, 

4. Land mortgage hunks . — All those who have got a disposing power 
can mortgage or otherwise deal with the lands, trustees, minors and widows 
alone being exempted. So far as this district is concerned, there is no 



lai^ mortgage or agricultural bank in existence. The only land mortgage 
batdt started some time ago in Tinnevelly died in its infancy. Although 
the co-operative s<^iety authorities and others have reported that a bank 
will be instituted in its place nothing has yet been done. 

In the same way as credit co-0|ierative societies are working in rural 
areas, the land mortgage bank should l3<^ brought to work. The bauk 
should be ready to offer long-term loans to the clientele of the hank. 
Tenants cannot have mucli scope here n.s they may not possess lands but if 
they give sufficient security they may he allowed to have the privileges of 
members. 

Improvement in f^e record of rights and titles . — The members of the 
bank should be authorized to find out the genuiness of the titles and rights 
of a particular member in consultation with the Tabsildar of the tnluk in 
which the propeHies of the meml>er are situated. 

In caae of non-payment of debt, the rules of arbitration followed in the 
matter of rwovering the debts duo to the <‘ 0 -operative society may, with 
advantage, l)e adopted. The execution of the docioe may he left to the 
civil court having jurisdiction. 

The working capital should be largely deiived from deposit funds, from 
central institirtions and debenture bonds, and loans from the Imperial 
Bank. 

To secure Government against unnecessary loss the rule of priority of 
crown debts in preference to other debts should as far as possible be 
enforced. The land mortgage hanks should receive deposits for the nominal 
interest of 3i or 4 per cf>nt i)er annum whereas the money lent should 
cairy a little more than the legal intco’est of 6 per (‘ont per annum. Both 
current and fixed deposits should carry interest; otherwise, there will not 
be much inducement for ordinary person.s to invest money. 

The absence of a land mortgage bank works a gj’eat hardship upon land- 
holders, pannvars and small landholders who, when bard pressed for money 
are obliged to give up their lands for such pri(« as ceuld be secured. In 
the south wdicMi a paniiiar is unable to pay his debts which amount to several 
thousands, it is the mutts who go to the roscuo of the panniars. The 
mutt being not so speculative as a money-lender offers a paltry or fancy 
sum for the lands sold to it. Such a sale helps the lands to fall into what 
was in England called Mortmain (dead hand). The mutt does not alienate 
the land once it is acquired by it. So there is a t^mdeiicy for the accumula- 
tion of the properties in the hands of the mutt which no legislator has 
thought it fit to check. If a land mortgage bank could help a panniar, 
then the lands will not go to the mutt. 

5. For the purpose of arriving at an estimate of the existing indebted- 
ness of a village or district or a province, it is necessary to make a local 
inspection and take statistics of tlie assets and liabilities of the village or 
district. I herewith enclose an approximate estimate (not printed) of the 
indebtedness of an Adi-Dravida village furnished by a resident thereof. 
It is a village consisting of 94 houses with a population of 465 persons, the 
maiority of whom are agricultural labourers. Their .assets, composed of 
both wet and drv lands, are estimated at Bs. 45,800 whereas their debts 
amount to Rs. 18,780. Of this amount Us, 8,5*10 is secured by means of 
registered hypothecation deeds and the balance by pro-notes, excsept an 
item of Rs. 300 due upon account. The people who are indebted to the 
extent of Rs. 18,780 might have a few outstandings amounting to 2 or 3 
thousand rupees. If the debts are not paid by these people in time, the 
aggregate amount of principal and interest might l>e doubled or trebled 
and their assets may he swallowed in the proces-s of satisfaction of these 
debts either through the intervention of the court or pi ivate negotiation. 

The farmers contract debts from professional money-lenders and hankers 
for the purpose of satisfying an earlier debt, the marriage expenses, the 
payment of land revenue and for purchasing seeds, bulls and manure and 
the like purposes. 

The Gh>vernment advance agricultural loans, though not in time. The 
eo-Operative credit society offers loans to nay off an antecedent debt and 
to meet present and tx)ntingent expenses. But indigenous hankei^ and pi^ 
feimiohal money-lenders take unfaiy advantage of the necessities of the 
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poor and nt^edy and land money at an oxorhitant interei^t. Money-lendew 
are always careful to cKarja;© the dehtors enhanced interest x'ith eompiHifid 
interest highly penal and excessive in default of the payment of the 
principal or interest at a stipulated time. Some people being extravagant 
at the time of the marriages incur heavy expenditure, and reap the fruit 
of their folly later on. Others lavish large sums of money upon their sons 
on their education in anticipation of Government posts and they are 
ruined when their hopes are not fulfilled. Small landholders are sometimes 
deprived of their holdings when they are unable to pay off their debts. 
The lands which were once projierly attended to, do not receive such 
attention as to ensure the fertility and productiveness for which the lands 
were once noted. The new man into whose hands the lands pass Jeav^ the 
same in charge of an indifferent cultivator who does not identify himself 
with the land of his occupation. Consequently the land deteriorates and 
the outturn is despicably poor. 

6. SuhsUlmry indnntrieH . — Apart from agriculture, wtton and^ jugK®ry 
referred to above, there is a large number of industries followed in this 
district. Every village is a self-contained unit and every form of industry 
to answer the demand of every other neighbour is carried on in the village. 
The life of the villager is thus rendered pleasant and comfortable. 

The industries of the district depend upon the resources of the district. 
A larger part of this distiict is studded with palmyras so much so that it 
is called the palmyra districrt. Large consignments of jaggery are sent to 
Tinnevelly Junction for the manufacture of sugar and for the distillation of 
country arrack in Thatchanallur. Strings from the lower stem of the 
palmyra leaves are lieing extracted and they are sent down to Kiilasekara- 
patnam and Tiiticorin for the manufacture of ropes. Tn the house of a 
fx>mmon jierson of a village, boxes are made of the fibre and leaves of the 
palmyra. 

Cotton is lieing sent to Papanasam, Tuticoriii and Koilp^atti Mills for 
the conversion of the same into yarn and weaving is carrieti on in centres, 
like Ervadi, Melapalayain, Kadayanallur. Viravanallur, Palamcottah, 
Pettai, Sankaranainarkoil, etc.; khaddar is a new featui^ of the day. 
Wlierever Swadeshi spirit is strong, people are induced to weave khaddar 
cloth. It is not so comfortable and cheap as the foreign-made cloth, but 
pwple wear the same out of patriotism and they think that by the adop- 
tion of the khaddar, they .cculd check what they think ibe self-aggrandise- 
ment of the foreigners. 

Then there are hidi and cigar manufactures at Miikkudal, Pettai and 
Tinnevelly. Many have become suddenly rich by means of this trade. 
Hides of cattle are sent to Melapalayain for lieing tanned and sent to 
commercial centres. In towns such as Palamcottah, Tuticorin and Tinne- 
velly shoe-makers prepaid? shoes and sandals; and they are sent to distant 
places. The local firms have stopped getting foreign-made slio<«. 

On the slopes of the hills there are coff€>e and tea estates, the produce 
of which is utilized for satisfying the local requirements. Large coupes of 
forests have been leased to contractors by the Government. The timber 
and firewood are being sent to the towns. Tn almost all villages there is 
the .minor industry of mat-making followed by a class of Mimammadaus. 
Reeds available in the Government lands are leased to these people for the 
promotion of this industry. The Tahsildar of Ambasamudram with a view 
to facilitate this industry, recommended to the Government that people 
engaged in this industry should l>e allowed to make free use df the reeds 
available to them in the Government lands. 

Benna leaves are gathered and sent to foreign countries for making dye 
to imported into this country at ten times the original price. 

The Koravas — one of the depressed classes — ^manufacture baskets and 
boxes in s^eral varieties out of bamboos, wild palms and sticks. In such 
places as Tisayanvilai and Tenmalai there is match industry ; and the 
matches are no less inferior to the foreign matches. In Pettai a eort of 
thin paper is pi*epared out of waste papers which cannot be used for apy 
other purpoee. 

In the same place soaps of a cheaper quality are made. The tendency 
of the people to get them for as cheap a price as possible precludes the 
maker from improving their quality. 



Tliere ia the manufacturo of Hrass^are veaflela in Tinnavelly, Pettai, 
Palipmcottah, Beidiinganallnr, Thatchanalhir and Sankaranayinarkoil. The 
|>eQ|>l0 engaged in this industry are iiidebte<l to the merchants wlio supnly 
thein with the metal. No proht is reali'aed by the maker and as such tuis 
class of people are always indigent. 

• VUhery . — Once in a year or two there is a j>earl fishery ctonducted by 
the Oovernment in the Gulf of Mannar near Tiiticorin. This loads a large 
numl>er of sinjculatoi's to flock to Tuticorin and try their luck with the 
result that they lose their money, the Government making a huge pi'oflt. 
Akin to this is common fishery that is carried on right through the year 
by the fishermen living in the coastal towns of Tuticorin, Kulasekhnra- 
patnam, Tirnchendur, Manapad, Ovari, Vijayapathi, etc. This afforda 
employment to most of the people. Further, the fisliernien gather coral 
stones from the Gulf of Mannar near Tuticorin and sell them to the people 
who use them for building purposes. 


T find now that some of the industries which brought a good return to 
the people have been abandoned. Sugarcane was largely cultivattni in 
Tiriikiirangiidi, Kalakad and other places and sugar wa.s made out of it 
and this was more profitalile to the cultivators. But it is quite incompre- 
hensible ns to why this has been abandoned. 


The.se industries have not been properly attended to by the Government. 
Some raw products, such as senna leaves, leather and cott<»-n yarn, arc being 
sent to foreign countries for a nominal price and when they arc imported 
into thi.s country as finished products, they fotcli a fabulous price. 

The people engaged in these .several industries borrow money or get the 
raw materials from the capitalists; and w'hen they give the finished pro- 
ducts hack to the capitalists, they get only a nominal price for the same. 
Sometimes the capitalists. Vicing avaricious and nnconscmnabio in their 
bargains with the labourers, deprive thorn of their nominal profits or the 
costs of their labour. Thus thev are expose<l to the cruel mercies of the 
capitalists who do not sec to the w^ell-hoing of the customers. Sometimes 
the labourers are sued in a court of law upon a false account and tVnis they 
are ruined. 


In tViis country the existence of caste system w’^orks a great Viardshi]) 
upon the trade and industries of the land. Peo])le believe oi course super- 
stitiously that each caste has a definite calling of its own which no other 
caste is' competent to perforin. The man fixed to a calling by birth might 
develop the indu.stry or allow it to deteriorate for w'ant ot application. 
People of one* caste ‘may not relish the idea of another caste man invading 
their province by taking to new industry which his 
him for. Then the idea of un touch ability prevents one-sixth ot the 
lation from taking to decent or comfortable occupations of life in accordance 
wdth their inclinations. 

Another drawback to which most of these industries are subjected is the 
backwardness of the labourers and artisans. They have 

of the modern and up-to-date appliances As such 

progress of the advanced countries m industries of this kind As such 
the country is not able to face the foreign competition. In order to 
capital for^enterprises of the sort described in the 
is neoeasary that a fund should be started and it 
trade unions of the kind prevailing in ^ 

TilZ trSie"l,rrottfn’”of^S tt 

must mutually trust each other. 

Another drawback affecting the industries is 
ment of the wares. The car festival . ^ x and they exhibit 

a large number of artisans, traders and ***? »,. • j not ,yjth 

their wares be/ore the public who Z ^iLodfties. 

a view to improve the industries but to d.sp^e of the 

For the proper advertisement of the fhat Z’ pSip^e miSt 

to be exhibitions conducted in important ^ think they can do. The 

feel Stimulated to make such articles as they thmu tney 
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indu«(tna1ists also will he inclined to turn out more articles as they 
that there is more demand for the same on the part of the ptiblic who visit 
the exhibition. The national spirit of the }^ple manifests itself in the 
holding of conferences attended with the exhibition of khaddar products and 
other articles in the centres where they are held. The import and us© of 
foreign articles in preference to indigenous products is vehemently con- 
demned. People get actuated with the desire to improve local industrial 
and to use local products only. But such a spirit nf nationalism is ephe- 
meral, as j>copk* lose all their spirit w’hen they go out of the <*onfer©nf‘e 
pandals. 

Mat-making, }mnd-.9pinning, weaving box, basket-making, carpentry, gar- 
dening and rice jMiunding or milling are some of the enterprises which could 
lie resorted to in the leisure hours of the farmers to enable them to 
supplement their slender income. 

7. I{rlation,n between hanks . — The various co-operative societies of the 
rural areas that perform the functions of the bank have got transactions 
with the district co-operative hank. The latter make loans to the wx-ieties 
repayable in instalments in the course of a few years. The indigenous 
hanks carry on business apart from the Tnii)(»rial Bank. The joint stock 
f^ompanies, like the Nadar Bank of Tuticorin. arc said to have dealings 
with the Imi>erial Bank. 

The co-operative societies give small loans io the members, out of the 
money obtained from the district co-operative hank. The joint stock hanks 
offer largo .sums ivith enlmncod intere.st because they seek profit. But 
the co-operative societies do not aim at a profit but at the w^elfare of the 
constituents. To the credit of the Nadar Hank and the South Indian 
Bank, Limite<l, Tinnevelly, it is to he stated that they are carried on sound 
lines. The Jaggery Commission and the Forwarding Agency, Limited, 
Tinnevelly, which aimed at the development of industry utterly failed os 
it was not conducted on sound lines. The Adi-Dravida Kashta Nivarthi 
Company, Limited, Karivalamvaiidanallur, has just sprung into existence. 
The success or failure of this company remains to he seen. 

77. Iniligcrions Imnkino, 

The indigenous hanker lends money to merchants and ihev return the 
same as they sell out the w^arAs for wdiich money w^as borrowed. A 
merchant of a different place who has got money to his credit in the hank 
asks the banker to pay a certain amount to another merchant or customer 
of his in the village where the hank is situated. The hanker having paid 
the amount to the merchant debits it to the name of the man who 
draws upon the hank. Thus business is easily facilitated. Similarly 
another merchant of the i)lace asks the banker who is living in the place 
of the first merchant to pay a certain sum to him and dediu^t the same from 
the sum .standing to his credit in the bank. The hankers lend money to 
industrialists dealing in yarn, hrassware, ete. The indigenous hanker very 
seldom help.s an agriculturist hut he is inclined and promptcKl to help traders 
whOj Ire thinks, can return the money much sooner than an agriculturist 
does. 

8. Organization . — An indigenous bank is in this country an enterprise 
of an individual member or that of membei’s of a family or of partnership 
of some men. In commercial towns one who has got a large sum of money 
thinks of lending it to traders and others at a profitable rate of interest 
which never ^oes below 12 per cent per annum. Some sowcars charge 
Madras current ( jbl^uli ) interest plus 2 annas every month. The capital of 
a concern like this ranges from one lakh to several lakhs of rupees. 

Further, they stick yarn and give it to the customers in place of money. 

They are always careful to take a sufficient security from the debtors 
for the money lent and they also take pledges of jewels for small spins. 

They minimise their expenses by employing a few hands to do clerical 
work. 

• As banking does not require any exertion, a rf^n ef money takes life 
easily by resorting to it. V 
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Sam (A € of a pro^notC ' — 

1926- Lc@l; Q^uQu^isa^AuP llOlt lc ai^ ^MsafliP dOa. js/rmt 

s^9miff §)iBLeum^mnii ^mujurntg^m/i^eSlQ^d^ih 

(^<ithu€kr w^esr 6jfiruQu0ijor«rr CduL ^/r siwarmjsA)^ 

fl7efi(p,^(|RLo Qufreifrsw /ij^u(^u:iirm ^ri^trtr u)4«ir jtasrmLWSBrjBwiS pffUfTff 

€r(ififi4Q4LfrQjs/B iS(y(y^<}<fifl Q/B(nLQ 

» 

€rmQffQ^€sr(ff^ jBfr^ar cr&r ^ul^l^ld Ojrr^sih su^m 

^g-Ak'uj^ loo. (i^u^Ttu u>frAih 1«C5 ^u/rtu jpjp«0 

«ill4^ ^uniii ^eer^ w^ih ^utsp^Lup Sk^t^tu euCti^ii^ui QPA^^ 

^Li>Qp&s>L-iu n^jifisroi Qe^jcssrQuiQuirA? Q(ffdsLh QutTQQBf^)6B€if th, 


V ^ 

(^uud) ^/r(T5“iL/«J8rjELC)LS jiirufr^. 


Arr^^m — 

Qeum^4s^€mL^fT ^ ^,6sjr^ (^Lo/rir/f, Qf^rrd<!seSi/h/mL^ irih, 

Ou/SuJUifrL^d (^(Sthueirr^ ^i^€6BritL 0Qldu4>'ot ld^wt ^ ^6fr ct'/rujL/xrLr. 

€f(^^\u^ &a/0*LD tSekimr^ Amei’/ruj dfm’boir LDS«r, ssm&^or/tw ^ir, 
{Translation) » 

Proinishory note exec uted in favour of N'oc'niporuniai Kuduinhan. son of 
Arunuigu Kudunihan. residing in Aoppankulttin, Eluvatikulttin division, 
Nanguncri taluk by Narayanuiiainbi Nadar, son of Ponkattaporuinal Nadar, 
residing in Kannanallur of the above taluk on the Ibih of Sei)ieinl»er 1020 
corresponding to the JK)th of Avaiii. 

I liave til is day rec'cived in cash from you Its. 100 to meet my urgent 
needs. 1 shall pay to you on demand or order this sum of lls. 100 with 
interest at the rate of one per cent per mensem. 


One anna 
stamp. 


(Signed) Narayanauambi Nadar. 


Witness — 

Vellai Goundcr, son of Nakaranai Gouiuler, ChokkulingapuraiiL 

Periyamadu Kudumban, son of Andy Kudunibun, Dlialavaipurain. 

Written by Sivaraina Pillai, son of Chalavai Pillai, Kannanallur. 

5. Methods of grantiiifj loans.- Tha indigenous banker allows 0 per cent 
per annum interest to ii depositor and when there is no demand for money 
in the market they reduce it to 74 per cent per annum. Ycai- afteV 
year they calculate the interest and add the same to the princii>al and 
make an entry in the pass-book i.ssued in favour of the depositor. 

6. The rates of interest either for an agriculturist or trader is exorbitant 
and the indigenous banker always w^ants to knock out as much as possible 
from the debtor by enforcing his contract containing a penal clause relating 
to interest. The Court relieves the debtor against the penal interest only 
if the creditor resorts to the Court. Otherwise the relentless money-lender 
forces the borrower to pay interest to the last pie. llesirn^tions sbonkl Ikj 
placed upon the creditor in the matter of enforcing penal and excessive 
interest against the debtor. 

7. Indigenous bankers have gained a notoriety for their extoi*tion and 
relentlessness in their bargain. The Courts are sometimes forced to 
observe sanctity of the contract by allowing the stipualted interest in favour 
of bankei'tt. As far as possible the indigenous banking whether sate 
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or uiMMifo i« oonductvJ on wiiat tlw bankvm conceive to 
The iiidividutti indigenous boiikere ol a town could 

Icderution and to carry on their husiuoss in accordance with dehnite rules 
of their HstuHsiuiion. li this is not iwssibJo then cvei*y indigenous banker 
hhculd register bis concern and Ije prepared to submit his accounts for me 
examination of the olhciais. The indigenous banker who follows a |>olicy 
ol sclbshiiess and exclusiveness may not like the idea of an association 
wherein he has to lose his identity. * 


The money of all indigenous bunkers could be thrown into one hotchpot 
and cotton mills, sugar factories and leather shops could be usefully 
started. 


i//. likvcdmriit habit and aitmciion of vuintaL 

1. 'file income of the agriculturists, the profit of the niercliant and the 
unspent money of a rich iiian are the resources of the baiikiug ol this 
district, 'i’lie co-operative banks of towns, the post offices, the lui[>erial liauk 
and the other bunks rei erred to ;U>ove, are the institutions where money 
could l>e deposited for a profit. These banks do not offer attractive interest, 
and as sucU jieople lend money to the iioor and needy who in a iiiouieiit 
ol liastu are wiliiiig to jiay any interest the creditor imposes upon them. 
A cliit kuraswan ol the village sumetiiues conducts banking in the village. 
Jle lias got money with him alwjiys and ho lends iiionoy tor high interest 
but he does not extend the concession to tiie^ people whose money lies in 
deposit with him. 

Womenlolk of our country have got a desire to convert their savings 
into jewels of gold and they do not want to Jond them to those peoide who 
are in need oi money. Some people have no trust in banks and whatever 
earnings they have are invested in tlie land, although the return for such 
investment is comiiaratively poor. 

2. Postal cash (certificates arc not popular in this district and to the 
majority of the ]>eople of this district it a])pears to be i strange thing. 
Five-year cash ceitificales for H*. 1,000 were soid for Ks. 750 some time 
ago. Then there was demand foi; them. Then when llie amount was 
raised to Its. bOO, there was no^hid lor the same. 8ub.sed'n'nt)y thongli 
the amount vvas reduced to Ks. 775 the people have net piuclncscd tlie cash 
certificates. The cash certificate must be reduced to Ks. 700. 

The savings bank does not give more money than a Jinin has deposited 
11 . the bank. Middle elass people resort to savings bank. a higher rate 
of interest should be allowed on the deposit. For other classes of people 
who invest moneys in the savings hank, the rule that one cannot deposit 
more than Ks. 750 per year should be relaxed. 

S. As the Governineut offer a higher rate of interest and exemiit some- 
times payment of income-tux, iieople are induced to take Government 
oiecurities rather than deposit money in a bank. ’^I'lie small agriculturists 
and investors do not know anything about the Government securities and 
they do not have money at the time when the Government make demand 
for iiivestineut. Soon utter demand is made it is the rich people that invest 
jiioney in the Government, it should be provided that small investors could 
deposit small sums at the time of the harvest or after the harvest when 
they have money on their hands: The habits of various groups of people 
witli j-eference to moneys which come into their liauds are determined by 
their surroundings and the circumstances in which they iind theiii.s(dves. 

The Adi-Darvida labourer is a spendthrift, he can work well and does 
not care for the morrow. He invests his earnings in the toddy or arrack 
shop. He says that ho will fall ill if he does not take toddy after a hard 
day’s work. His drink metamorphoses him and his spirit and body 
undergo a change for the worse. He does not care for liis dear wife and 
children. There are some exceptions to this. Those who are frugal are 
able to make money. Jf they have moneys, they think the best investment 
IS land and so they; pureha.se lands. They are not specuhitive as the 
middle class of people. 



Til© middle eiutiti of people, 8ucli as slieplierds, think it worth while to 
iav66t aioiiey on cattle and they make much profit out of them. I’lie Malia- 
vaw are a careless set of pcjople, hut they manage to earn tiiofr bread 
and help their families through thick and thin. The V’^ellulas ai*e sjiOtm- 
lative' and they lend money at enhaiic^ed iiiteiest or they comuiene© busi- 
ness and deal witJi cloth, etc. The^^ liave got indigenous hanks. So also 
are the liruhmans. They make immense money and they hoartl np their 
treasures and find means of useful investments. The Nadars are the most 
industrious and they l>eing the majority are most iuHuentiul. They have 
banks of their own. 

The poor agriculturist might keep his earnings in his house, subject 
to the risk of l>eiiig stolen in the night by a criminal who has got the scent 
of them. 

Small fanners sometimes lend money to their fellow farmei*s at 12 per 
cent per annum or mure but some other petmle might charge cent iku* cent 
and in such cases the debt is never recoverable. 

The sur[)lus money in a pro.sporous year is used in making small iii- 
vestinents or in improvement of lands or for the piircbase t>f carts, bulls, 
etc. The capital of the indigcuoiis population is nut tied in the family 
and it leaves their bands very soon. 

4. This is common only among the educated classes anti it has not 
sufficiently spread among the peopie. This is tine It) ignorance of the 
majority of the people. 

5. Hanking and investment are not sufficiently developed in this country. 
This is no mutual trust among the people and one views the concern of 
another with a certain amount of suspicion. As tlio people are divided 
into several castes there is no co-operation among them. Any enterprise 
of national importunee cannot be undertaken unless the [leople of all races 
sink their differences in the common cause of India. 

'Pile new branches of tlic Imperial Bank of India started in several 
parts of the country have afforded facilities for all classes of people to invest 
money or to take loans from them. The Imperial Bank has aroused 
the people and tiiey are induced to have dealings with the same. The 
iiitiniate connection the liank has got with the Government has created 
confidence in the minds of the people. Fnrtlier, many hanks spring into 
existence and they follow the example set up by the Imperial Bank in their 
line of conduct and l)usiness. 
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Written evidence of M,R.Uy. KVBTTDI KBISHJTA RAO Onru. 
Pleader and Municipal Councillor, Anantapur. 


I, — AgricMurul credit and credit facilities for small induslries, 

1. The agjicultiirifet i» ilie southern iuluks ot the Anantapur district 
obtains iiioiiey lor expeiibcs during cultivation, from out of his savings of 
the previous year, if he is not a man of a large family. One, having a 
iiumfier of dependants and not having much to fall back upon, Ixirrows from 
well-to-do ryots of the village or from the petty money-lender. As for 
capital and permanent improvements, the takayi loan system of the Govern- 
ment is of considerable assistance to the ryots in general. The average ryot 
has to borrow from the village money-lender, for paying the land revenue 
when the monsmm fails. 

Unless the local co-operative society or the Government takavi system 
comes to the help of the ryot, he has to pay a high rate of interest for the 
loan he has to raise. The private money-lender charges generally 2 to 3 
per cent per inenseiii. Long-period loans arc charged a lower rate of 
interest, hut as far as 1 know' the rate is not less than li to per cent 
per mensem, even iA cases of security of immovable property. An ordinary 
ryot does not raise a loan from the private money-lender, in the long-period 
system, as his rates are exorbitant. 

The Anantapur district is noted for a large number of co-operative 
credit societies. Still the part played by them in the matter of coming to 
the hell) of the really needy agriculturist, is not much; and it will take 
a Jong time for the said societies to drive the private money-lender from 
the field. The district co-operative bank located at the headquarters of the 
district is financing the rural credit societies, but 1 doubt if these societies 
render real help to the agriculturist in general. 

2. The part played by banks and bunkers is almost nil, in the matter 
of marketing of agricultural produce. 1'he euteri^rising merchant of the 
locality or of tlie taluk buys the agricultural produce of the village and 
sends it on to the market and sens it in the * Muiidis ’ or the native 
warehouses; in the transaction the merchant reaps the middleinaii’b profits. 
These middlemuii’s profits can be avoided, only if the co-operative societies 
or similar organizations collect the produce of the village through their 
accredited agents and sell it in tlie market, and thus make themselves some- 
what iKjnefieial to the ryot. 

Hundis, railway receipts and other forms of credit are not of much 
use in raising money — if at all, they touch only the fringe of the question. 

3. A lirst-elass wet land in this district (h>es not cost more than 
lis. BOO to lls. 1,000 per acre, a well-fed land, some Ks. 600 per acre; the 
black cotton soil, Its. 200 to Its. 300; the other soils range in value from 
Its. 10 to Its. 75. The value of land in purchase by private negotiation is 
far iiigher than that in the event of sale by court auction or in Government 
auction for non-payment of revenue. '^I’he court auction is held not in the 
village where the land is situate, but at the court-house; therefore, the 
decree-holder who has brought the land to sale in execution of his decree, 
and probably one or two residents of the concerned village come to bid 
at the ©ourt auction. Thtis, the element of competition in the economic 
sense of*^ the teimi, is non-existent among the few bidders that attend a 
court auction. The sales of lands in Government auction lor non-payment 
of revenue, are few and far betw^een ; and the lands that may ^us come 
up for sale are got back by the ownei’s by payment of the dues within the 
time allowed under the rules. It is this^ I should think, that stands in 
the way of the price of lands, going high in Government auction. 

5. I do not think that a large number of efficient farmers are being 
turned into tenants. The age-long attachment of the farmers to their 
farms and the conservative nature of the people especially of the rural 
areas, among other causes, stand in the way of their losing their farms. 
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6 6-a. The .subsidiary industries allied or supplemental to ajcriculture 

in the Anantapur district are dairj’-farming, jaggery-making^ cotton 
ginneries and handloom-a^eaviug. The dairy-farming industry is bemg 
ei^ried on, on primitive lines, practically in every farmer’s h^e. Milk, 
cnrde and ghee help the farmers to make a few rut>ees a month and thus 
;eiiahie them to buy a few ne(‘essaries of life in the market. It is only the 
landless men and women that seek employment in eottoii ginneries. Men of the 
weaver community buy mac*hine-inade yarn and weave and are making a liaml- 
to-mouth living. Hand-spinning which bad almost Invoine extiiu't, by reason 
of tbo cruel coinnctition of the machinery turned by steam, is showing some 
sign.s of iwival nereand there, owing to a revival of the dt’ssire to use hand- 
spun and hand-woven cloth. If the ryot should he inducer! to revive the 
ancient industry of spinning, he and the mend)ers of his family can keep 
themselves employed in the off .season and to some extent at least supple- 
ment their income from tbo land. Tbo band-spinning industry which is so 
eminently suited to the genius of the |)oople, desc»rves encouragement by all 
the well-wishers of the wuiitry. As T am against the creation of a new 
organization for rendering help to this indastry, T would propose that the 
scope of the activities of co-operative societies should bo widened. They 
should 1)0 enabled to buy <x)tton and supply it to the ryots at reasonable 
rates( Of f'ourse these remarks ap])ly to sudi ryots ns do not grow cotton 
themselves. 


If .— 1 htligenouH hinhinfj, 

6. The rates of interest in money or in kind are exorbitant in some 
of the remote parts of the district. Instancies have come to my notice, 
where the interest charged will be mneh more than the principal within 
three or four years. Such a state of affairs lias l>een rendered poasible 
because of the absemie of organizations to render help to the people by 
charging reasonable rates of interest. Besides the co-operative credit 
aocietiea, the Government should adopt a more lilieral policy in the matter 
of granting takavi loans. The rate of interest must be lower than what 
it is now and the number of years during which the loan is repaid, should 
be increased. 


111. — Investment hdhit ami aitract’ion of capital. 

1. As far as T see, the only institutions in existence for encouraging 
savingis and investment habit are the postal savings bank and the co- 
operative hank. The.se institutions are popular, mostly, among the educated 
few. Even to them the former institution is not attractive as the rate of 
interest allowed is very low. It is resorted to, hecau.se it is safer to invest 
one’s small savings in the hank tlian to keep them at liome, Co-o^rative 
banks are now more extensively made use of, hut even here it is tne edu- 
cat«^ classes that deposit their savings. The other classes of people may 
be induced to deposit their savings, if better rates of interest are offered 
gnd if the * jewel ’ habit wears off. 



Written evidence of MMJ3Lj. Diwan Beliadnr IT. SXTBBA KAO*^ 
Avargal, Kereara Hill. Mangalore* 


L — Aoruultural crj^lit and credH farilifieB for small industries, 

1, Tho pr<?sent fi.vsioni by which the agrieiilturists obtain money fdl the 
objects stated is (i) from money-lenders, (2) through co-operative credit 
societies and (•!) the dealers or iriiddieinen. The landlord advances money to 
the cultivating tenants for making improvements. For payment of 
the ryot sells some of his produce mostly for a lesser price to the midd l e dla n. 

The rate of interest is 0 to 1ft per cent or in some rare cases 24 i>er een^. 
Tn the case of goo<l serrurity, it is between 9 and 12 i>er cent. In other 
cases it is 12 to 18 per cjent. Tn some cases where loan is taken in kind, 
one has to return 25 per (“ent more within the year. The part played by 
Government is limited when floods or famine intervene. The Imperial Bank 
of India only advances money for purposes of trade. The main sources are 
co-operative so<'ieties, indigenous hanks, money-lenders arid middlemen. 
About 10 lakhs of rupees a year may be required for, some years. As people 
liecoiiie thVifty and industrious, the amount required after 10 years will he 
eonsiderahly less. I have not in my mind big impi'ovements in the shape 
of major or minor irrigation works, ft is oiir fortune or misfortune that 
our district is beyond famine zone. We have famine prices. We require 
numerous minor or major irrigation works and greater facilities for leaf 
manure. The South Kanara district lieing a corner of the Presidency is 
negkvted. 1 am quite sanguine that if minor and major works of irrigation 
are eonstrncted Government can get alKiut Bs. 10 lakhs more of revenue 
and the people will get about Rs. 20 lakhs more after paying Rs. 10 lakhs 
to Government, 

T can suggest that gi*eater supervision over co-operative credit societies 
is ahsolutcdy necessary and Government can jilace some running surplus in 
the hanks to augment their funds. The department should not allow the 
credit societies to degenerate into a caucus. The benefit should leach the 
poor. The department should encourage and start non-credit societies. 

There is absolutely no co-ordination of work between the multiplicity of 
institutions — between the Directors of Agriculture, Education, Industries 
and Fisheries, the Registrars of Co-operative Societies and Panchayats, the 
Collectors and indigenous local associations. A conference of these officers 
annually is desirable and a definite plan of work should be decided for 
execution in the year. A closer (ro-ordination is necessary. A thorough 
economic survey is needed. The conditions of each district varies and I 
thei*eforo suggest that a hoard for each district he formed with the 
Collector, Deputy Director of Agriculture and a majority of non-officials 
whose position and experience fit them for this work. 

2. The present method of marketing is one which encourages not one 
hut three or four middlemen. The nearest rice merchant, the wholesale 
merchant in Mangalore and the big merchants or Dallals in Bombay and 
other places are some of the middlemen. The selling co-operative societies 
will be a groat boon. A greater supervision of the department and still 
greater, and higher standards of duty, honesty and public conscience are 
needed. have not much faith in the retail and wholesale ^ealei-s who 
naturally will not help the agriculturists. The local banks and bankers 
except lending moneys according to the rules are no help in marketing. We 
must have marketing hoards on a co-operative basis. The Imperial Bank 
and some of the other banks lend money on goods stored in godowns, the 
keys of which will be with the bankers. The exports of coffee, pepper, 
cashew-nuts and generally Mysore produce is mostly in the hands of the 
European firms. Except in the case of banks and big foreign and Indian 
merchants, hundis and hills are not in practice. As to other sul^uestions, 
the practice, in our district is uniform with that of other districts of qur 
Presidency, The present system is fairly satisfactory. 



8. Th« price of lauds lu^ro is caIciila<o<l at the rate of G to 10 rice inurais* 
teit i>ei* Rs. 1.0(K) or nm»*e atts^rdiu^; to the quulitv of land. Padily lands 
cmssiHe<l into first cla,s.s and second class, i.e.. lands yiehling two cmps 

one ci*t>p. An acre of paddy land will fot<*h lU. 1.000 to Rs. 

Karden and dry IuiuIh are vahuHl hy capital iKiiif; at 0 per cent of the yield. 
woURhly the interest whicli one j'els will Ih' d to 4 [ler ctnil after de<hicting 
^vsessniontf ^ 

The lM*st price is ohtained hy private negotiations, next la^st at a sale 
hy ^tourt decrw. least at sales lor non-payment of levonue rouglily per 
ctMit leas and less re.spot'tively. 

4. Most of the landholders in the Ronth Kanani district are followers 

of law. The yejainaii is not entitleil to mortgage the property , 

^wiUmut the consent of all the memhers of the family who will otherwise"*** 
^^n^t that it is not for family pur|a>ses. It is very difhcult to pixjve ^ 
family necessity. We have no land mortgage or agriciiltiiral banks in this 
district. 1 suggest the starting of laiul mortgage hanks with jmwer to 

advance* amounts on easy and long-ti'/in instalments up to ten years. Such 
banks may be run like co-operative societies as to rwovery, etc. I would 
suggest that Government should invest about 25 per cent of the capital and 
the rest may he secured hy the ways suggested in the question iiaii'O. If 
adequate examination of title-deeds, value of property and care is taken 
in the deal. land mortgage banks euii be run snccessfully. The value of 
the land slionid bo generally not less than twice the amount lent. 

5. At present approx iniatt* answers may be given to (piestions untler this 

head. It may not lie quite af^curate. The agriculturists are mostly in- 
debted, Persons who pay Rs. 10 per year amount to 60 per cent of tho 
pattadars. Their state is pitiable. Those who pay over Rs, 10 up to 

Rs. 1(K) are about 50 per c<mt. Those who pay o\(‘r Rs. 100 ini to Rs. 5(K) 
may be 5 to 8 per cent. Hardly 1 per cent jiay over Rs. 1,000 assessment. 
The agricultural indebtedness is appalling. The condition of tenants ia 

still worse. The jiurposes stated in (n) to O) are all comnuai in our district. 
Almost all the creditors arc <-()-operative societies, indigenous banks and 
mono.y-lenders. 1'he rate of interest is from TO to 24 per <-ent. There is 
considerable cTiange ot hands for lands in flu* district. About 75 p('r eeut 
are small and poor land-owners who part with their jiroperties. They 

take the land on rent. If rent is not paid they are evicted and earn their 
livelihood as farm labourers in other villages. 

6. In our district the liulk ol the population living in villages live hy 
cultivation, either as tenants or tann labourers. \ few landbohb'is (iilli- 
vate their own lands. The only subsidiary occupations in this district are 
gur-making, garden produce, hand-spinning. fislieri<*s, pottery, brass 
utensils and other minor industries. The occuiiations generally go with 
particular castes. The cultivating tenants who form ilie Inilk of the village 
po))ulation have hardly any supjdementary occujiations. Tfie only panacea 
is the stiu*ting of co-operative and non-<*re(lit societies. In flu* f:i.>e of large 
concerns, Government can lend loans under the State Aided lndustrii*s Act. 

7. The Imperial Bank hitherto did not b*n(l except for tnub* purjiOKCs. 
Goverument may aid by about 10 lakhs of rupees to the district central 
apex bank for supplementing their funds. Tlioro is no competition worth 
nu»ntioning between joint stock banks and co-opeiative societies. K\(*iiiptiou 
of income-tax to genuine co-ojierative societies is welcome. 

II. — Indigenova hanking. 

1 to 3. All indigenous bankers and money-lenders lend money on mort- 
gage, on pro-note,s, on pledge of jewels or on agretunents. Rome bankers 
like Mulfanitt deal in hundis. Their principal business is to lend money 
for their best advantage, ft is not wdth an eye for promoting agriculture, 
trade or industry. They lend money also to agriculturists in the same 
way as they do to other constituents. The bulk of deposits and lending is 
done by the Imperial Bank and the co-operative societies. Some joint sUick 
liatiks of this district such as the Oanara Bank, th€^ Banking Corporation, 
the Pangal Bank, the Karnataka Bank, the Jayalaxmi Bank, the Tdipi 
Bank, the Catholic Bank, etc., handle a crore of nip<H»8 in deposits and 
lending. The money-lenders in the district do business involving about 
hall a crore of rupees. 

40 
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4 . Th« torm of hundii) and pro-notes is the same as in vogue in the 
Imperial Bank. 

5. J atn not aware of any difFereiu*<^ in the methods <4 granting loaws^ 
l>©tween the hanks referred to. 

The hanks and hankers have their own money or get an ove^jdraft frottii' 
the other banks or receive moneys from private individuals at tv lower rate 
of interest and lend it at a higher rate. The rate of interest is certainly 
higher than in other hanks. The interest charged by all the banks does 
not exceed 12 per cent but is mostly between 9 and 10 per cent. The rate 
of indigenous hankers and hanks ranges from 10 to 18 per cent and in 
some ciises even up to 20 per c*ent. Borne Kabulis (4) at present have 
swoopetl doam here and charge 50 per cent even. 

6. The same as stated above. The income of the agriculturist being 

low, he is often not able to clear off the debt. Even if he clears the entire 
or a good portion of the debt in the year, he has to l>orrow every year 
and so he is always ip debt. This is the case among the needy agriculturists 
who form half the numl)er. About one-fourth do not generally borrow and 
another one-fourth do borrow sometimes. Perpetually a little less than 
three-fourths always are needy and miserable. The rates of intert^st can l>e 
brought down and the economic condition can he raised by conii)ulsory 
elementary education of the right sort. The Government by giving more 
facilities for leaf manure and ny undertaking minor and major works of 
irrigation can obviate to a very great extent the borrow’ing and consequently 
the lowering of the rate of interest. I am not one who will put the blame 
entirely on Government for all the evils we suffer. We should be indus- 
trious, e(*onomical, prompt in repayment of debts, spend less on marriages, 

etc., and run the co-operative societies on right lines. The reduction of 

rates of interest coupled with the spread of education and the raising of 
civic and economic conscience w'ill lead to a higher standard of living and 
enable the agriculturists to spend on improvements and adopt the now 
nietliods reeoin mended by the Agrieultural Department. 

7. People consider indigenous banks ns n necessary evil. They have no 

prejudice for they do come to their aid. They are protected in law so long 

as their dealings are fairly honest. I do not think they require any 

cpeclal protection. They do get all the facilities as any otlier joint stock 
hanks. Their dealings are all one-sided, i.e., to their own advaiitago and 
not for mutual advantage. 

8. The indigenous banks and bankers will prefer to have their own 
way. I uin of opinion that they should he brought under some control as 
other joint stock banks are, by Regulations and Acts. They shonM obtain 
cei*tificates of i*egistration and he then amenable to the special and general 
law like other hanks. 

9. The running expenses are comparatively veiy much lower. The 
high rate of interest and payment of interest in advance further compen- 
sates them for any loss. They make anything between 12 to 15 per cent 
net. 

10. They are able to meet the demands to a very large extent. Every 
thing depends on the borrowers and the security they offer, 

11. All hanks and the hanking system should be brought under the 

same Act and Regulations. 1 would suggest that all indigenous banks and 
even money-lenders who lend Rs. 5,000 and above should be registered like 
joint stodk I would further suggest that the hankers should obtain 

licence. Jheiv operations should l>e on the same lines as authorized by the 
Act. In that case, there will be co-ordination between the various banks 
In the whole Presidency and would increase public confidence. I suggest 
that an annual conference of all the agents of the banks and hankers under 
bho Chairmanship of the Gt^emor of the Imperial Bank of India, should 
be held in Madras to co-oi'dinate their work and for improving their state 
Mid position. Each bank and all bankers should be allowed to work within 
the corners of the same Act. This will create self-reliance, initiation, a 
ipirit of enterprise and mutual trust among them. Linking a central 
bank with a local directorate may not achieve the same results; but thi» 
may lie tried for three years and the work watched. 
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, 12. I do not thiuk that any monej* lying idle with the haiik^^ or 
btnkers. Thei’e are tiome 2 or 3 months which are alack. In those mouths 
amm aiuouut is dei>osited in the Imperial Bank or some central oo-operatiye 
liaiiks ill the Presidency town. 1 can think of no means of stopping thw 
little flow of iiKiaey. This state of things will all disappear \meu agri- 
cnlture. trade and industry iinpmve nuder a stable exchange. The spirit 
of investment which is Ixiiiiid to come will attract capital and the spring- 
ing up of industries, etc. 

III. — Incestment hahit and attraction of capital. 

1. The banking resources are mainly the savings of the people. Tho 
I>eople ihcniselves either lend or deposit in the hanks including the Jinperial 
Bank. The imperial Bank of India, Mangalore branch, ret-eives ileposits 
at 3| per <*ent. The rate in other banks and co-oi>erative societies are 
from 6 to 7 per cent. The investment on industries is very little and 
limited. The deposits in all the hanks excluding the Imperial Bank will 
l>c between 75 lakh.s and a crore of rupees. If the 5icH>pe ot tlio etMiperativo 
societies is extended and land mortgage bank and non-credit siKioties aiti 
started, this district can absorb easily a further crore of ruiiec^s. There 
are facilities for investment but jieople lack experience and enterprise and 
the help of really goml exjierts. The people throughout India do inve.st in 
silver and gold in the shape of ornaments. It is a useful investment for 
they can raise money on pledge of jewels whenever necessity arises. This 
habit will go on until people learn to co-operate with each other and run 
industries either on joint stock or co-operative lines. 

2. The popularity of postal cash cmtificates gains ground every year. 
'I'hc fate of interest may Ik* raised a little say by half per cent. Saviiig.s 
banks afford facilities to tho public. All small investors who want money 
l)uck now and then resort to savings bunks. 1'lie amount allowed to be 
dcp(;.siteil each time may be doubled an<l the rate of interest may bo in- 
creased l*y bail |)er cent. I do not think that postal cash certifi<ates liuvo 
the effect of rcducifig their work hy the comi>ctition of Government. 

3. 1 am not at present in favour of any change in the pnrehaso and side 
of Government securities. 

Over 80 per cent of the people) are not ulile on account of their low 
income to sav^e any money but the other about 20 per cent are able annually 
to save anything l^etwoen Bs. 100 to Rs. 1,(XX). Hardly 1 per cent are 
able to save over Rs. 1,CX)0. The first class, i.e., over 80 per cent are 
always in need and they are tho penjons who go to the money-lenders and 
co-operative societies. Those who can save a i^altry sum of lls. 10 to Rs. 50 
invest in gold so that it may bo useful to them on a rainy day. Those 
in tho second group are tho village money-lenders who invest money also 
on mortgages. Small fannei's slowiy and steadily disappear. It is on these 
tlie full honofits of co-operative .societies .slioulu l>e bestowed. If fanners 
wdio save Rs. 1(X) to R.s. 1,000 are induced to start co-operative societies and 
do good and noble work among the 80 per cent of the population, tlie 
economic condition of India will improve considerably. 1 pin my faith in 
credit and non-credit soideties on co-operative basis. 

4. Those who have hanking account, mostly issue money in che(|ues. 
For the sake of security, payment is made by cheques by way of evidence. 
Moreover, a pass-l><mk and cheque-foils indicate the linancial j>uHition at a 
glance. The abolition of stamps is a welcome change. The people appre- 
ciate it. 1 think the suggestion of payment through ch^ues is a good one. 
I do not think that vernacular script for a cheque is necessary. Even 
indifferent illiterate i>ci*sods kuow how to fill it. 

5. Yes; but indications are not wanting that the habit is daily increas- 
ing. People are by nature conservative. They have no experienoe and 
the necessary training, w e have no regular vocational and industrial 
schools. We have no ineuiis of an apprentice course which is quite necea- 
sary. Jiook and theoretical knowledge do not make exjKTts and eaptaiiiN of 
industry. Government and people, especially capitalists and young nieii 
with the nec*easary aptitude must co-0|>erate in removing the defects above 
stated. This course will considerably I'ednce tin* evil of unemjdoyment. I 
have not much faith in Government running institutions and handing tliem 
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over to the people. It ofum ciul« in finaneia] failure as> the running expenses 
are ahsolutel.v hiKh. StaU' aid, oi>eiiing of vocational and industrial schools 
in centr<!>sand arranging practical training in OoveiTiincnt and private 
workshops is iiecjcsssary. We should further utilixe the co-operative machi- 
nery for promoting and financing agricultural and other industries. Money 
deposited in !>anks and postal cash certificates should flow to a greater 
<‘xtoTit into c<>-o])erative hanks and socneties. f am not for fritUn'ing away 
energ^y hy ojM'iiing scIumiIs in every district hut for allotting generously 
stfholarshipH to deserving students in every district to undergo tuition in 
a well-run and c^ejuipped kcIuk)! either in the Presidency t<iwn or in a 
huitahle C'cntre. I think tlie (>pening of new l>ranelies ol the lni)»erial Hank 
of India has done good. It should Ihj made more popular which will serve 
all classes ot constituents. 

6. I have given my opinion on my experience as a Lawyer, as Cbuinuaii 
of the Hoard of Directors of the Jayalaxtiii Hank and as the Lawyer of 
the Imperial Hank of India, Mangalore hranch, for the lust years or 
more. 
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Written evidence of MJR.By. 8. SINGABAM Avargal, 
“Glen Briars*’, Yercaud, Salem District. 


y.lL — Tins roply has relcMciice only to Sulom diiitriet» 

/. — Aijt U nit ural tredit and ci vdit fui ilifu fi for antall industrivi^, 

1. The agriculturist, who cannot horrow from a well-io-clo uoiglibour, 
borrows from a nearby money-lender who is genorull}^ u better off agricul- 
turist or a siicci'ssful. gras|)mg trader, who inak(‘.s all sorts of <‘onfhtions. 
7'he debt is either on the mortgage of his jewels oi- on his property for (ti), 
(It) and (( ). The rate of interest varies from 12 to 18 per cent. 

7’here are no indigenous banks or bankers, or even professional inoney- 
letiders, except one small Nattukkottai Chetti money-lender. Agriculturists 
in good circumstances Jind merchants with spaie cash are the lenders. Thu 
aim of tiiesc men seems to be more to grab the mortgagiKl property, than 
of making lending a safe paying profession. The exchange* and Imnerial 
Hanks take no part, while tlic co-operative banks do a little. Thougn the 
district <<>-()porative societies have lent over 11s. 25 lakhs, the agriculturists 
have not made nst^ of the organization freely, because long-term credits 
are not available, which is the only iacility which will be useful. Ilesides 
lenr of the interfermice of the Ilevenue Department wlien arbitration fails 
i.s strong adversely in the minds of the agrieultnrists. 77ie remedy will be 
on the linos of a Jong-term credit running up to ten years and non-inter- 
fc‘rene<‘ in the form of .snnimarv proceedings Irom the Ilevenue Department 
in ease of a final sale of jiroperty. 

Jn eases wliere the agriculturist is in the humls of a money-lender, tliere 
should 1)0 some legal enactment that the lender should not Ih> the purchaser 
ol tin* holding cither directly or indirectly. In case of a sale, a di.stinet 
provision should be made giving option to tlie aj|rjenlturi.st to redetun his 
land within five years paying back principal and interest at 5 per cent. 

2. Tht* principal crops of tin' district are grains, coffei* and groundiuits. 

Coffee could be Icit alone, (i rains, espeeially groundnuts, should have exten- 
sive co-operative effort direeted lo them, 'f'he agiicultnrist loses much in 
felling his groundnut crop, wliich has to )>e decorticated liefore a fair return 
iDuld he ex]>ected. in its slu*ll form groundnut rarely gets its Jegitimute 
value. The grower shoul<l liavt* facilities to semi his cjop to a decorticator 
worketi under c4>-()])erative system, and then in due time to have his crop 
.sold after d(*corticatioii. In the meantime in* .should he given an advance 
on Ills cro|> of alatut 70 j»er ec^ni with the option given to the eo-operative 
.society to .sell at the lK*st oiiportunity with a minimum [nice fixed. Tim 
.st'ding society naturally charges a commission, say, 2i p(*r cent, besides 
other overiiend charges. This is a .seasonal erop which lasts about tbree 
months. As the district produces roughly about 40,(M)U eaiulis (500 lb ) 
under the best financing tlie crop wiM iiiean about l<s. 12 lakhs taking value 
at Rs. 40 to Rs. 45 a candi of clean inacbiiie-decorticated kernels. If sold 
by a central organization good prices could Im secured as tlie big exno.tini*- 
firms will buy direct. - i t. 

The Imperial Rank will lend money on gionndnut kernels; but tbis 
facility IS not much resorted to, as in the cu.stody of the bank, which is in 
itself not a selling agency- sales are diftieult to negotiate. 'I'he meicliants 
are now, tlint is, since the Imperial Rank liraneh was oiieiied, in a measure 
hnaneecl by the Multan i, money-lenders who have branches or agencies in 
Salem, by means of hundis of 90 days' usance. The rate of di.seount varies 
from 9 to 12 per cent. These hundis are partly discounted in the local 
Imperial Rank and [lartly in Madra.s. Some have l>cen discounted in 
Bombay. 

4. There are no land mortgage or agri<‘ultuial hanks in this district; and 
there rs no provision for long-term credits, tnless a sufficient long-term 
cresfit is given to the ;igricufturi.st he will not lx* IxMiefited by tlwV loan. 
To secure against loss and delay the shareholders should Im held jointly 
liable. No long-term loan should be over 50 per cent of the value, and 
interest should Im at about 0 per cent. For instance, of a eight-year loan 
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iiiiere»t and 12 j>er c-ent of the loan ahould l>e payable every year. In 
default of this payiiient or of at least 75 [per cent of it in any three years 
the holding should vest autoniaticalJy in the hands of the jneniljerw, who 
should farm the land under pro|ier »ui>ei'vi8ion. Or in the alternative an 
autofiuitie mortgage on succeeding crops should lie. To avoid summary 
proceedings which will affect tlie agiiculturist and to avoid loss to the 
society by undue delay, man’s innate seif-iiiterc^t and 8elf*Lm]>ortance bhould 
Ih) taken into account. There should be no codling, neither should there 
lie severity. The agriculturist will do his best to see that his holding is 
not manage<l by his neighlKiur. 

The working capital of the profKised mortgage bank should be derivetl 
from (a) deposits and (h) central institutions financed by Croverumont. Men 
in the district are not advanced enough to manage “Oelwnture Umds.” 

6. In this district tliere is a large class of weavers, who live from hand 
to iiioutii. They horc-ow at rates of interest which works at a 100 per cent. 
They borrow Hs, 8 or in miyitiples and pay back a ruiHje a week for ten 
weeks. Their lot deserv'es a sympathetic and helpful treatment. 

Cordage of fibre is in great and rising demand everywhere. Coir yarn 
of ordinary (pmlity sells at lls. 100 a candi of 500 Ih. or Si annas a pound. 
Fibre roj>es get a better price, about 25 per cent more always. If the 
agriculturist would plant ail along his field ridges, and in waste land either 
sisal or Aloe Americana or Suiisivera (.Marool). which grow anywhere with- 
out attention, he could cut the leavt^ ret and l)eat out the fibre and make 
binding cords during the ofF-tiine. The aloe or sisal besides yielding fibre 
will form a thick 10111*0 against cattle trespass. 

A tlumsand plants in a yeai' will give a minimum of 20,000 leaves at 
20 iKvr tree and yield at the lowest 20,0(X) oz. or 1.250 Ih. or 2i cundis; or 
ill money value Jls. 000. No nmcliiiiery is rociuired ex<.*ept a hand eharka 
to twist the cordage and u hand buckler. This is a good source of income; 
and (HimiM'tition cannot enter this field for generations to come as the world 
sujiply ol seini-liard tilire is far, far below iK*tual requirements. America 
to meet this demand is making c'ordage out of paper pulp at a heavy cost. 
This is essentially a cottage industry us in China, or a big concern of 
thousands of acres of uUk^s with a central factory as in Yucatan and in 
East Africa. Both systems are prosperous. The pulj) Muste is a very good 
mainirial agent being rich in lime, potash and ])ho.sphatc. 

Ill, — Indigenous banks. 

1. To go to the root of things there is not sufficient money in rural 
districts for investment. The little money that is available as surplus in 
certain seasons is readily taken up for repairing the homestead, for improv- 
ing the well or buying extra cattle. There is, besides, the demand as in 
sisteiit as lepairs, etc., the demand of marriages, vows and other social 
functions and a few jewels for the hard-working womenfolk. Those w'ho 
(ail afford to spare over these expenses try to buy more land or to lend on 
neighbours’ jiroperty 011 a good rate of interest. It is this super-surjilus 
which should lie induced out of the old rut into now healthy investments. 

2. Post office savings banks are not attractive because the interest is 

small, only S per cent, the agriculturist does not think of the absolute safety, 
and the fact that money is available on demand. To him money lent to a 
neigh l>our at a good rate of interest is safe enough. He sees the borrowei- 
aim his family fretiuently. This is security enough. Postal Cash Certi- 
ficates work at 5J per c'ent interest if kept for five years. This is not 
attractive because the investor has to w^ait for five long years to get the full 
benefit. He does not in this instance get a periodic interest, which is what 
he wants. He would be happy and satisfied if he could draw 6 per cent every 
six months and see his investment safe and intact brides. It will not pay 
Government to give interest at 5 per cent every six months. District 
organiaatious like co-operative credit banks and land mortgage banks could 
issue certificates with Government guarantee of the value Rs, 25 and in 
multiples carrying interest at 5 i>er cent, liesides allowing these certificates 
to lie benefited by the bank's jirofit. The investor under these conditions 
has a tbiwlold advantage, viz.» (1) sound security for the investment, (2) 
a good 5 per c-ent interest payable every six months and (S) a paiticinatiou 
*n the dividend of the bank. ^ 



These certifieeies ^ould be made bearer instruniewts so that they oould 

easily negotiated in villag^^. This method is sni'e to attract capital to 
oo-eperatiTe banks and land mortgage organisations. Tliese eertiAca^ 
slioaid he issued by the Provincial Goveriimeiits and given to the district 
organisations as loans. The dividend will \ye payable by the issuing district. 

4. Cheques will not he popular so long as the post ofHco and treasury 
will not, as they cannot, accept private cheques. Government might aa 
well revert hack to the old i*egime and levy one anna stamp d\»ty on (heques 
and make some money thereby. 

5. Propagandism to popularise Government loans and instil a spirit of 

investing savings in productive undertakings will l)ear no fruit unless the 
agriculturist has a useful genera) education os a basis and himself a 

proud unit of the country. 

Take a typical case, say, village A. If this village runs fHW)|>erative 
societies, say for (1) lending on property. (2) for lending on standing crop 
and sale thereof and (d) for supplying manure, cattle and ugricnltmni tools 
and (4) another for stores, etc., the agncultiirisi natnraily is expei^ted 
to t>e a meinlKU’ in each of these institiitinns. He gains more aiul more 
knowledge by attending the various meetings and discussing details. Ho 
will know the trials of governing an organ iisaticm without mutual give and 
take, and will soon hetsune an efticient, peaceful and satislied member of a 
flourishing community, doing his portion of the work if not cheerfully at 
least with self-satisfaction. The more, he knows of co-operative work, the 
more he will make use of them to his and to the societies’ henofii. A new 
type of schoolmaster must he sown abroad. 1 wonder if ill is is in the 
scope of tlie enquiry of your Committee. 
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Written evidenoe of M.R Bj* S. UNNAMALAI THBVAB Avargal, 
Member, Talab and Dietriot Board of Ramnad, 
Tbummusinnampatti, Mandapaealai P O. 


7. — Agrirulfural M'edit and credit jacilitien for small industries. 

1. The agriculturist in my (listrict obtains fiiuinc’e by moans of market- 
ing the prochice of the croi>s cultivated by him. If he is in need of more 
money for expenses such as ex]>ens(;»s during cultivation, permanent incprove- 
ments, and for other special needs such as failure of monsoon and land 
revenue, et( he borrows money from the indigenous bunks such as joint 
stock hanks and co-opei‘ative so<*iety banks, etc. 

The average rate of interest whicli the agriculturist has to pay to the 
indigenous banker is 15 per cent per annum. The time fixed in the case 
of mortgage deeds is twelve years and for ))ro-notes it is three years. Tn 
the case of defaulteis ‘ tlie bankers claim coin|>ound interest from the very 
time ol his failure in paying the interest. 8o the defaulters ought to pay 
the interest duo to a term at any rate, i.e., by' means of borrowing the 
rec| Hired sum in some other banks. Now the defaulter suffers niucb. 
Helort* clearing the wiiole del>t In* boriows money from various hanks ami 
thus he is uiiahle to clear his debts. His landed ])ropGrty passes an into 
the lumds of his ereditoi*s. 

Jn co-oj)eratiye hanks they lend money for short periods, i.e., foi* one year. 
II a (lelaulU^r fails to clear liis debts due to tlie society owing to failure 
of monsoon his i)ropertie.s are taken away by the society by court sale. 

^ In iny village a co-oj)erative society wa.s registered three years ago. 
Sul)scripti()n had been colleeted from the members. But till now the society 
has not given any loan to the membei's. Societies of this type are working 
in this district. The poor people do not get any l)enefit by these societies. 

Many of the efficient farmers in my district had been turned into tenants 
by tlieir attempt in paying tiieir old debts, and by growth of the debt by 
eompound interest, interest not having been paid, etc. 

So T think it necessary that institutions such as land mortgage banks 
and agricultural banks which urovide long-term credit and could work to 
the advantage of the landholders and tenants, may l>e opened in taluk 
r*entres. Even though there are .some sound institutions of that type in 
Some of the important centres of this province, they aie of no use 'to the 
village agriculturists. 
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Written evidenoe of M.RJly. O. KRIBHITAirURTI RAO Avargal, 
Cotton Merchant, Adoni. 


I. — Agricultitrnl credit anti cre<Ut farilificH for smaU imlustries. 


1. There are three classes of agriculturists — (1) owner of large landed 
properties, say from 200 acres and onw'ards, (2) those w'ho own lietween 100 
to 200 acres and (.3) those who own small piei*e of land from 6 to 20 acres. 

Tn the case of the first, the large landholder, there is no need for him bo 
go in for a loan to improve his land. The sec'ond generally does not borrow 
and in the case of poor yield of crops for snccesaive years, say for conti- 
nuous two years he would go in for a loan ; even in such cases he very 
rarely resoids for a takavi loan. The third is a common ryot with fimall 
holding, ft is only such poor ryots that .seek for loans either from a money- 
lender of the village who is called a sowcar or from Government. In the 
case of ordinai’y cultivation in normal years he keeps sufficient quantity 

of seed unadulterated such as cotton seecl. In the case of failure of crops 

in any particular year or due to insufficient yield he has nece^arily to 

borrow grains and for paying kist as well ns for cultivation. In the case 
of mere cultivation not for any material improvement he generally borrow's 
seed tor sowing. The method in w'hich he repays w'ed that is borrowed fo»‘ 
sowing is to pay 50 per cent more than he has hoirowed. As for grains 
borrowed he pays 25 per cent of the same more in addition. The Inttor 
method is called Lfuju. Generally the return is in kind. If he fails to 

pay in the first year the principal and the excess ciuantity to he paid will 
form the next year’s borrowed capital until he finally discharges ine whole 
dues. 

Generally amounts are borrowed for permanent improvements such os 
for deep ploughing. In some ca.s<*s they borrow in the shape of cash loans 
lor wdiich the lands are mortgaged. These amounts are rai.sed from the 
richest landlord who i.s the sowcar of the village. They borrow at 12 per 
cent interest and it is not possible to borrow cheaper, through a money- 
lender, unless the village is within the limits of the co-operative society; 
if so, they could get the loans repayable in long terms. The interest is 
about 10 per cent. As for special needs such as digging up wells, etc., 
the ryots first atUunpt to secure a takavi loan. To ol)taiu a takavi loan 
it would take at least six to nine months the earliest and the poor ryot 
should seek the favour of the Reddi, the Jvamom, the Revenue Inspector 
and lastly the Tahsildar, 11 any one fails to recommend, the chances 4 »f 
getting a loan are far remote. Even in such cases no loans are recom- 
mended and granted if the ryot is already indebted to the Roddi or the 
iandlord of the village who will be waterhing the movements happening 
from the first* he would secure his first charge on him and the balance left 
to the i^ot will be after all a very small sum and in most cases iho object 
for which the amount is believed to lie utilized is frustrated. I am positive 
^ hundred cases there will not be ten who properly make use 
of the money tor the purpose for which it was taken. Even m granting 
taka in Ioann the Tahsildars are particular not to re<!ommend for fear that 
the party would not utilize the monev properly ( 
found fault with later on. To obviate all furth< 
do not recommend. Even in cases where the 
loam the amount is not pioperly distributed and 
at least 10 to 15 j>er cent cf the amount. 


the Tahsildar mav be 
5r troubles the Tahsildars 
Government grant taJeavi 
the ryot has to shell out 


village sowcar varies from the 
nomal 12 per cent to ^ per cent. There is no fixed period made by the 

e<M>^rative society who lend at about 10 per 
^riod, say from fire to ten years. Loans of thin kmd 
are granted and the work none by the co-operatire society is small when 
<»mpared to other province, and 'other diatficta of Z ^ 
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Government finance the agriculturists by iakavi loans and by co-operative 
societies in a small scale; the agriculturists have no other support except- 
ing the above two agencies. 

2. The principal and the commercial crops that are marketed in this 
district are (1) cotton and (2) groundnut. Cotton from time immemorial was 
the chief crop that was grown in this district and the quality being stapled 
had a good reputation in the continent and it was for a long time chiefly 
})ought by the exporters and consigned to the continent. 

Cotton is grown chiefly in black cotton soil, the quality of which is 
decidedly superior to that which is grown in red soils, the latter ouality 
being very poor in its staple and strainy. The latter quality was unknown 
to these parts till a few years back and the ryots took advantage of this 
by sowing in red soils as the other quality could not he grown and besides 
the crop comes earlier than the Hingari cotton by nearly three mont^. 
It so happened that the crop is marketed earlier and it enables the culti- 
vator to realize the amount so that ho could afford to pay the Govern- 
ment kist without borrowing. Another reason why this quality is grown 
is that the percentage of yield of this particular variety is nearly 33 
whereas the Hingari, though it is decidedly superior, yields only 25 to 
27. The third reason is that no sooner the Mungari cotton arrived the 

S for several years was higher than whnt the Hingari fetch^. The 
reason is the yield of cotton itself is more than Hingari since the 
crop matures twice or thrice if rains fall. Ever since this cotton began 
to grow the superiority of the cotton known as Javari — called westerns — oj 
these parts is gone owing to the admixture of the inferior variety. 

A time is come now that there is a marked difference in the prices of 
Hingari or Javari cotton and Mungari cotton which corresponds to Oomras. 

A major portion of the land owned by the ryots is chiefly sown by 
cotton and groundnut to the extent varying from 60 to 70 per cent and 
as such there i.s not much area left for raising food-crops such as cholam, 
imjri, pulses, etc. Tf perchance there is any failure of commercial crops 
such as cotton and groundnut, the subsequent year is presumed to be a 
famine year, for they have neither money nor fodder to feed their cattle. 
It, therefore, liits very badly the ryot ivho holds a small area and he begins 
to be indebted to a sowcar or a big landholder of the village. 


Marketing system . — Tliere are three classes amongst the ryot. The first 
is the biggest landholder who holds lands from 200 to 2,000 acres, the 
second owning about 100 to 200 acres and the third from 5 to 20 acres. The 
first can sustain successively for three or four famine years. He would 
naturally have a stock of fodder and grain sufficient for his maintenance 
for at least three years. The second can get on without borrowing and 
the third is badly hit. The crops raised by these three such as cotton and 
groundnuts are brought to the places where they have a large demand. The 
first, i.e., the biggest landholder who at present owns a number of ginning 
factories can gin his cotton and sell when he finds the prices abnormally 
high. He does not study the trend of the market and many a time he 
keeps his stock for years together if the prices were to fall and will rather 
lose heavily than sell during the period in question. He does not mind 
h^ause he has not purchas^ the crop but gi’own and also for the reason 
that it does not tell upon him. The second class of ryots who own between 
100 to 209 acres also bring direct to the market and also take chances like 
the former hut do not want to keep for a long time and their risks will 
not Iw rate do not sell no sooner than the cotton is 

ginned. The ryot— the average poor ryot— who owns a small tract of land 
no sooner. than he gets the crop tries to gin at least a small quantity for 
s^d purjmses and sells the rest to the village dealer who buys many a time 
at a higher rate than the rate prevailing m the market places for the 
. w hopes to gam more in wei^ts and ako makes payments to 

«ie ryot after a month or so if he could afford to wait. Most of these petty 
dealers who bring a large number of carts to the principal marketsare 
either by the big landholders of the Tillage or by the dalals 
of the principal markets. They do business headlong ^and in most ^ses 
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<lo not wai<?h tho trend of the market And cousequenily wind up their 
t^isine^ theiiiselveii being in debt cdtlier to the jMoininent luoney-lendev of 
tike village or thtlul and leave the place for good. 


CJotton ginned or kappas known a« unginnod cotton is markeUnl largely 
to the principal markets such a.s Adoni and Bellary. In the loiiner places 
when the season is in swdng »the arrivals will 1 h» from KX) to 60(1 carts 
j>er da5'. It was some yeai-s back when there wt're no ginning factories 
in the interior that most of the unginned cotton used to cojue for sale. 
In Adoni there is no regular market. The carts arrive and lie in the roads 
where the factories are situated. Petty dealei’s of the village bring large 
quantities and rarely the direct grow'er brings. The small grower could 
not bring himself for the reason that no sooner the crop is nicked he must 
sell and pay to the money-lender w’ho had advanced seed for sowing and 
takes 50 i>er cent more than he gave. That is the first mortgage w'hich the 
borrower has to redeem and^ it there is a surplus still whicdi w’ill be a 
small quantity, he must sell in the village only to the petty dealer to pay 
the interest to the money-lender if ho is indehteii previously. As such he 
will have no chance t<i brin^ the kappas to the principal market for sale. 
Big landholders and the middlo landholders send then* cotton ginned to 
the principal markets and sell through their commis,sion agents or ilalals 
according to their instructions. Most of the big landholders are inter- 
esting theULselves in business and, as such, they have their own arrange- 
ments and the other ryots^ cotton also is sold by these wvlvo act for them as 
commission agents. Kappas and cotton that arrive in the market of 
Adoni lie on the roads and all buyers congregate and buy through the 
daluh. There is no regular market system as in the (^cmtral Provinces 
or Berar. Formerly, some years before, the dalah used to auction the 
kappa.s or cotton and the highest bidder used to get them. The dahds had 
interest only in the transaction of the business. Now*, all the dalah are 
buyers, they do not auction the kappas or cotton that come to them since 
they are interested. Even granting there are buyers wdio offer a highdr 
rate they do not sell. They w’iU oring a fictitious buyer and take the 
cotton or kappas with them. They w*ill make the buyer to put heavy 
allowances or give more in weights and thus take the stuff themselves. 
8ince all dn.Udu are inU-resUid in doing business one dalaJ sells to 
another and as such they w*ill have their share of business, ^fliis lias 
absolutely prevented regular buyers from buying even if higher rates are 
offered. This has handicapped the exporter and the prominent Imyer. The 
man wdio brings the commodity for sale in the market is being ahsoluUdy 
cheated. This system is detrimental to the interest of the trade and also 
to the grower. The ilalat w*ho gets commission should see that he secures 
the best price for his constituent and nothing else. vSince there is no 
regular market this system is ruinous in the interests of the trade. Regular 
markets are to he introduced. All kappas and cotton coining to the markets 
f'O enter first in the market. The dalah should l>e licensed. They 
should not he allowed to buy for theij’ own account, (otton or kappas 
of each dalal should be separately auctioned and the highest bidder sliould 
take. In the event of a dispute as to the quality there should bo an arbi- 
settle it the very day and the buyei*s and sellers should 
abide by the arbitration. The arbitrators should be ullow^ed some fees, 
otnerw'ise there will l>e endles.s disputes. In Berar there are regular markets 
hut still the system is very defective. The rules adopUnl hv the Nagfiur 
municipality are the liest, i.e., to sell by means of auction, jf the auction 
system is not adopted there is no chance lor a fair transaction. It is 
hapiiening even now in some of the best regulated markets that the dalah 
are being bribed or they get some commission per cart which amount is 
paid at the close of the season and even prominent exporters pay and 
thus they have a monopoly or control over the dalah who always sell to 
uem even at lower rates tor the reason that they net sonic coftiniiHsion. At 
present the dalah are the most dishouest peisous in Imsiness. 


Co-operative Mocieties , — There are no co-operative societies in these parts 
ftfid if at all there are any — ^there are on^ or two only— the business tran- 
saeted by them is very limited. They must l>e organiied on a large scale, 
of spade work has to be done. The co-operative society should work 
witli sumcient capital. They must advance loan on security of ootton 
kappas, or groundnuts at a lower rate of interest than the dalah and the 
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rooney-Jenders do. They should charge one half of the commission which 
the dalah are charging now. To prevent the petty ryot from borrowing 
ironi tho local money-lender these societies should lend money to them when 
they are in neeil of it. These societies should themselves function as money- 
lenders as well as comiiussiou agents. Then only they will know the 
indebtedness of the ryot. Jf co-operative societies are properly organized 
there will be a check upon tho dalals. It will also prevent the petty dealer 
frc»m buying direct from the ryots. Co-operative societies of this kind 
should bo at the principal marketing centres, having been well organii^ 
and manned by competent men. The incrciase in the number of societies 
ill the rural ureas has done no g<x>d to the agriculturists but has enabled 
the men on the directorate to recoup all their bad debts and in many 
cases fictitious persons are shown as debtors but the amount is consumed 
by themselves. Proiuineiit marketing centres should have a co-operative 
loan and sale society with a lurge capital properly manned with competent 
and disinterested men and they should l>c properly remunerated. There 
should bo inspectors according to the nature of work, who should visit 
villages and should find out who are in n^d of finance. Co-operative 
societies would do a very good business in inducing the grower to raise 
u particular variety of cotton unadultered as thus they could keep the 
purity of the quality. Tliey have to advertise or have to auction once in 
a week or fortnight, such of the cotton as is on hand. The present method 
of uccuiuuluting stocks in large quantities of several dealers Mould naturally 
take a considerable time and it is not knoMn what the fluctuation of the 
market Mould be. It so happens many a time that in case of depression 
which may take place at any time the small groiver would be hit very hard 
tiiul may realize a less uinoiitii tliaii he cou.ci liave got, if he had sold at 
tile spot. A reverse also may take place, tho market may just rise rapidly 
and he may he prohU^d. Tlie (!o-operative credit and sale societies conserve 
selected varieties in largo quantities to attract prominent buyers of good 
cotton Mho M'ill be induced to pay good prices us they hope to get best 
stulf. No dou^it this is true but it is always desirable to dispose of the 
eottou of the small grouers Meekly by auction sales. It is by this method 
and through the channels of the co-operative societies the small grouer as 
well as the middle class ryots would bo Ijenehted a go^jd deal by prompt 
sales instead of waiting for a long time. This kind of sale would also save 
him from contributing and paying godowm rents and insurance ehargos. 
Further, in addition to auy moneys borrowed on tho pledge of the goods 
the grower will save the interevst also. 1 have just enumerated the system 
prevailing in Adoxii and what are the disadvantages that the trade is put 
to and how the jyot could not get the full price he is entitled to, in not 
having an honest dalal who would see that the cotton is sold at a reason- 
able price, having no interest in the business exc‘epting his commission, 
liave been exhaustively dealt with by me. Then 1 would like to point out 
the luanner in which the business is conducted at Bellary. 

At this place which is also a principal centre of cotton, all cotton is 
sold through the daluls who charge the godowu rent and insurance charges 
and commission. The ryots are nut satisfied with the manner in which the 
business is conducted and a lot of suspicion is cast on the dalal. The other 
commodity which of late has become one of commercial importance is ground- 
nut, Gi-oundiiut is brought by the grower to the markets and sold by him 
through brokers who charge Its. 1-9-0 per cent the buyers and similarly the 
seltei's and thus they get Rs, 3-2-0 per cent which is too high and it 
naturally falls on the seller. If co-operative societies conduct sales on 
similar lines as cotton it is possible that the societies could be quite content 
with receiving only a commission from one side and thus the grower is 
benefits or the commission should be reduced by one^half making the 
buyer attd the seller pay equally. Whatever the buyer pays wdll surely 
fail on the seller who calculates all charges. To put an end to all the 
nefarious metliods adopted by the unscrupulous dalal wherevi^r he is, there 
should be cotton markets well regulated on model lines. The dalal shoold 
ba licensed and also the weighei's. The dalah should only act as brokers 
to the growers or those that bring the stall to the principal markets for 
sale, an annual fee is to be charged and only through the Hoensed brokeia, 
buyers and weighers the busineS^ is to be transact^. The commission to 
the bitiker should be fixed. In the event any broker violates the rules of 
indirectly interests hiiibielf as buj^er the for such daUd should be 

vancellcd. Dtthih or brokers should hold a licence and they should deposit 
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i «uni of Efi. 1,000 and in caso the licence is cancelled the amonnt deposited 
2ieuld be forfeited. All cotton and kappas that arrive in tlie markets 
Should be put to auction and the highest bidder should take. In the event 
of there being a dispute as to the quality this should be settled by two arbi- 
trators the very day or the next day. Whoever loses the point should pay 
the fee prescribe. Markets should bo separately construct^ one for cotton 
and the other for groundnuts. 


iiocal people who are interested in the business raise the capital tliey 
i-equire during the period of season by borrowing from money-lenders at 
rates varying from 9 to 15 per cent. The highest interest is paid accord- 
ing to the status of men. Amounts are bonowed for i>eriods varying from 
four to eight months. There are money-lenders such as live big landlords 
of the village who can afford to lend large sums, (2) the Maiwaris who 
have migrated from Central India and (3) the local iiidhis — what are locallv 
called fund offices. The last-named, via., nidhis, generally during the slack 
season, will have a large surplus and lend to tlio noriowers in case oi long 
periods at 7 i>er cent and for sliort i>eriods at 10 per cent. Marwaris as 
a class do not lend at less than 12 per cent. Generally, people borrow from 
the Marwaris and pay even higher interest for the reason that their in- 
debtedness is rtffi discIosecT. Of lato the Multanis of different parts have' 
been advancing moneys on hundis for periods of 70 days and 90 days usually 
at rates varying from 10 to 13 j)er cent according to tne demand lor money. 
It should be presumed that these people generally advaiic'e or give loans 
on hundis at 3 per cent moio than the Imperial Bank. There aro only two 
brunches of the Imperial Bank of India, one at Beilary and the other at 
Adoni. The Bellary hank advances on iiroduce such as cotton, kappas ami 
other produce, keeping 30 per cent margin. The Adoni branch is also 
advancing similarly but the local dealers ol Adoni nave not resortetl to it as 
largely as in Bellary for the reason that it has only newly been opencnl, But 
111 the interior a very large volume of advances is being made. Clean o>cr- 
dralts are given to most of the businessmen of BeJluiy according to their 
worth. The inU*rest chargotl in all these branches is 2 per cent more than in 
the head office. If at any time the rate of interest in the head office is B i>er 
cent, the local branches charge 10 per cent. This hits a good deal several 
Indian merchants outside Madras. It thus enables an exporter to obtain 
loans at cheaper rates than others. All exporters who have their offices 
at the Presidency towns have not inucli difficulty in internal I'cmittances, 
for, wherever there aro branches of the Imperial Bank, drafts are dis- 
counted at a fixed rate for different placijs, say, for Madras at one anna 
per cent and for Bombay and Calcutta at an anna and a half per cent. 
At any rate in the case of a prominent firm who have large agencies they 
get their drafts discounted half an anna less than the others. Probably 
the bunks give preference for the reason that they transact a large volume 
of business. Locally hundis drawn on Bombay arc easily sold at rates vary- 
ing from two annas discount to two annas premium for small sums, and for 
large sums at one anna discount. There is not much difficulty for internal 
remittances for the reason that in places where there are uo banks the 
Currency Officer in Bombay or Madras will issue telegraphic transfers or 
supply bills at one anna premium. 


3. The value of land varies according to the quality of the soil and the 
crop that could be raised on it. There are three varieties of the dry Jands— 
one is called black cotton soil on which cotton und white cholam are raised. 
If these lands are proximately close to the viihige they fetch lls. 100 to 
Rs. 200 per acre. If they are situated far off they could only fetch lls. 100 
oil an average. These lands require timely and atfequate rainfall; otherwise, 
there will be no yield; but they have the advantage of retaining moisture 
for a longer time than other soils. The sef^jnd variety of ]>ure alluvial 
sands — a mixture of bJadt and white — is considered i>oor. Yet, they have 
the advantage that even wfth a slight rainfall the crops could grow. These 
lands fetch Hs. 60 to Rs. 100 per evre at the most. On these lands cotton, 
cholam (white and yellow') and other pulses are grown and these soils 
require rain very early. In red soils, of late, mungari cotton is also grow'n 
and groundnut as well. The soil contains an admixture of red earth and 
sand. Jt is easier to cultivate and especially it is fjoth remunerative and 
productive. It is remunerative as the working ex^iense and harvesting are 
low, and productive as it yields more of groundnut and mungari cotton and 
thus it/ has helped the poor ryot a good deal of late. Lanas of this kind 
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that were neglected acme yeai's back are a boon, at present, to the holder. 
The prices of these lands vary from Rs, 25 to Bs. 50 according to the sitna* 
tion. The nearness of the land to the village fetches higher prices for the 
reason that it could be manured cheaply. 

(a) Land in Government auction is chiefly bought by the big land- 
holder of the village either the Karnani or the Reddi and in the caj^ of 
the absentee landlords even the sale is not known. In most cases it is 
(hiefly knocked down by the interested persons. In the case of court sale 
the lender would go to the court provided lie fails to get the amount lent 
and by the time he obtains the decree and the possession of it it takes 
nearly three years after the flling of the suit at the earliest and after 
eight years after the amount was advanced. In such cases he will be forcetl 
to bid himself for the full amount and to take the land and by that time 
the land is not worth half the value. 

(r) Lunda In purchase htj private neifotiation , — If the borrower could 
not repay the amount it is sold to the lender and in such cases the borrower 
gets the full marketable value. If there are eager buyers, the land being 
close to theirs, the seller will get a lietter price. 


/ / . - laii {f c H o II s ha n A in fj. 

1. Tliere arc no iiuligenoUK bunks or persons who could be called as 
bankers in the district of Bellary exc'epiing a few Multan is who have settled 
in Bellary, aliout throe in nuinlier who do purely banking business. There 
is a particular class called Marwaris whose sole hnsmess was in banking 
only but who do business of late in yarn, cotton, and, besides, lend moneys 
to the businessmen for short or long periods, 

2, The so-called Multaiiis or hankers transact business on the lines of 
hanks and give loans to the traders chiefly for periods of say 70 days to 
90 days on siglit drafts repayable on due dates. They deduct the interest 
and pay the drafts for the amounts drawn. Agriculturists will not have 
any touch with these batikers and they have to resort to local men in the 
village or in the towns. The rate of interest charged according to demand 
for money vanes from 9 to IH per cent. The same drafts are pledged by 
the said bankers either with the lm[>erial Banks or other hanks of Madras 
or Bombay, where they can raise loans on the pledge of the same at current 
rates prevailing in the Presidency town. Some of these hankers have clear 
overdrafts granted to them by the concerned banks. These Multanis make 
payments on railway receipts collecting from the concerned parties, besides 
charging a small eomniission of one anna per cent, discount rate on the 
draft or bills of lading. The said bankers as a matter of fact do not allow 
intei*est on the surplus money lying with them as they very rarely keep 
curi-ent acc'ounts w'lth the parties. In few oases they give only 4i to 6 
per cent on the balances. Since there is no benefit to the agricultural 
classes through such bankers, the co-operative banks should lend moneys 
on mortgage of lands recoverable in many instalments. The indebtedness 
of the agriculturist will l>e I'educed if a hill on the lines of the Deccan 
Relief Act is passed. This will prevent the agriculturist from raising more 
itmney in the shape of loans on mortgage and the mortgagee knows full 
well that the lands are not saleable and so Ibis is a bill that prevents the 
heavy indebtedness of the rj^ot. 

In indigenous banking where amounts are advanced to the parties who 
have no propeHies though for the time being the banker may get the 
aiuounlr ^dvanc^ed, it is always risky as such Dorrowers may fail at any 
time. Consequently, due ip high rates of interest and also the creation 
of an unhealtl^ competition the banker collapses very soon. Too many 
instances of this kind have been noticed. It so happens that uiost of the 
bankers advance moneys to one and the same party and it is possible for one 
thus to raise mone 3 ^s if one has a mind. The bankers themselves 
volunteer and thrust on these borrowers to take moneys and the borrowers 
will be rotating moneys raised receiving from some and paying to others on 
the due dates. Thej^ thus make payments in such manner as to inspire 
confidence in the bankers who would be willing to give them double 
amount voluntarily. This method w%ill be adopted for some years and in 
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t|i6 course of a few years a sudden crash will come and the filing of ** insol* 
wtcy petitions”. The banker when he loses does not feel the loss for he 
expects to cover it through some other sources since he gets higher rates of 
interest from such parties and makes u provision or a set off for such losses. 
The bankers have an advantage over others, for their working char^ are 
comparatively low; secondly they could raise moneys on the pledge of tliese 
hunais on sight-drafts at a lower rate in the banks. Most or these bankers 
have their capital ranging from Rs. 2 lakhs to Rs. 25 lakhs and they have 
t very good credit in the banks. 


III. — Invest wf>nf hahit nmt aftmetion of capital. 

1. The banking resources in this province are practically very limited. 
The Impenal Bamc is the only bank mat has a numl>er of branches of late. 
It is only the hu8ines.sman of firms that were in touch with them who are 
the people that have facilities and newcomers have absolutely no place. 
There are few exchange hanks and also indigenous hanks that have their 
office in the Presidency and in important towns. 


More hanks are to l>e established and in the ciwio of indigenous banks 
they could not compare themselves with the Imperial Banks as they have 
not enough of capital nor could they get deposit. This province is parti- 
cularly a poor province and there is not surplus with the people to enable 
them to invest with the indigenous banks and in cose there are few who 
could invest, they are terribly afraid to do so siru^e they have no confidence 
in the imligcnons hanks. The indigenous hanks that are opened in Madras 
and in some other j)lnces could not lend ta the husines.smon at the same rate 
as the Tinperial Bank for the latter’s resources are too many. The majority 
have no surplus savings and none feels the need of any facility. Such of 
those that have surplus imniediatelv invest in the Imperial Bank for a long- 
term. say two yeai*s or more, as fixed deposits. The habit of investing in 
silver and gold i.s gone and probably that was the (rase some 25 yeai*fi back 
when the cost of living was cheaper and the .small savings that they could 
make they used to invest in the shape of gold or silver thinking that it 
conld Im treated as liquid assets. Now the income is small and tho expendi- 
ture has risen disproportionately. 

2. The money f^crued by the sale of produce if it is in excess of require- 
ments i.s generally* lent out. The ambition of tho ryot is always to increase 
his landed projierty and ho lends on mortgage of lands with the object in 
view that in case the borrower fails to redeem his debts his lands could l>e 
snatched. In the case of others who by chance obtain largo profits in a 
f)arti(mlar year they speculate largely and thus lose the little they have 
earned. As long as an individual trades, there is enormous risk and it 
never compensates. The only thing one ivould find is unhealthy competition 
and risky business. 

4. The growth of cheque habit is not so common here as in other provinces. 
It is a very few people that resort to it and they live in metropolitan towns 
wdiere there are banks. The only people that resort to using cheques are 
Europeans, traders, high officials and businessmen and none else. Cheques 
should he printed in the vernacular of the district where the hanks are 
situated, as most of the people who carry on trade may not know the 
English language. 

5. It is the duty of the Grovernment to educate the people and make them 
understand that any new enterprise could be started in such places where 
there are raw products available. The duty of the Government is to invest 
one half of the capital such undertaking so that it may inspire con- 
fidence in the public to invest their surplus moneys. In other countries 
surplus moneys do not lie in the shape of dead capital or fixed chsposits with 
the banks, but they are invested in industrial enterprises. The people of 
this province are not so very enterprising, for there is no surplus with them 
and in cases where some enterprises are undertaken they have proved a 
failure. To start any new venture a careful and special study has to be 
ms^e beforehand and there should be a verv large surplus money for 
carryirfg on the business as rolling capital. Business cannot prosper l4e 
pioment it starts to work but it takes some time. The concern shouM be in 
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the hands of the ispecialists who come out to India at the expense of the 
Government and they should manage the business, say for five years^ on 
reasonable salary* 

The opening of the new branches of the Imperial Bank of India , — It is 
not known how far it has benefited the public excepting those that had access 
to them. The banks do all the exchange business, they buy or sell drafts 
and get their commission for both. They collect moneys on railway receiptfi 
or bill of lading. The o|)ening of the branches enable the middle class or 
businessmen to take loans on produce. This may be good or bad. If a man 
with a capital of Rs. 5,000 can raise a loan of Rs. 20,000 from the hank, 
the fluctuations are so very violent in many of the cases that they may 
profit him or ruin him. At any rate the banks do not lose. No sooner do 
they find that the prices have gone down than they will ask for margin ; if 
it IS not paid, they soli immediately* If per chance the borrower had bor- 
rowed even the initial capital of Rs. 5,000, it is ^he man that first lends 
who suffers loss. Clean overdrafts could not he had for all and it takes a' 
pretty long time to get them sanctioned and the favour 6f bo many is 
wanted. The opening of the branches of the Imperial Bank has to Bome 
extent helped the small dealer who was paying some premiums for discount^ 
ing notes for specie. Further, the branches of the imperial Bank help a; 
good deal the exporting firms as they could get money at any time thoy^^ i 
like since they have credit or letter of accommodation. * 
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Written evidenee of X JUElj. C. H. Lu XARASIXHA EAO Avargal, 
Secretary, the Southern India Merchants’ and Manufacturers' 

^ A ssociation, Limited, 98, Gk>down Street, Madras. 


IIL — JnveMtmtni habit and attraction of capital. 

The raiue of joint stock or (XM>peratiTe banking as a means of develop- 
ing the investment habit is very doubtful; and in our opinion, uotlnng can 
beat out the Foetal Cash Certificate in its results. It may be that there is 
opposition in interested circles that these Certificates besides giving a high 
return of interest are gilt-edged securities and that private baiiiss 
cannot afford to compete with the Government. But at the present 
^ fttage of development and enlightenment, nothing will appeal to the 
' ffiasses so much as these Ghivemment Certificates. Banks and other enter- 
^ prises will not be able to achieve the same measure of success and they 
cannot inspire the samc^ amount of confidence. AVith greater development 
of banking, on sound lines after the lapse of a few years any necessary 
alterations might be made in the issue of these Certificates. At present 
the Cash Certificates are not very popular; and through efficient and intelli- 
gent advertisement and propaganda they can be made very popular with 
the public. When once this is done efficiently, funds to an unlimited extent 
will be forthcoming. We fee! very strongly on this matter and if an oppor- 
tunity is given, we are prepared to do whatever is possible in popularising 
the same. 

Banking busings proper has got many other ways in which to got on 
other than receiving fixed deposits at low rates of interest and granting 
loans on personal security or on movable and immovable properties. The 
other functions of bankers which are so vital and necessary for our business 
progress must needs be introduced in all banking enterprises and profits 
made therefrom. There is no competition from Government along these 
lines and herein lies the success of indigenous banking in India. Bankers 
are undoubtedly the shrewdest of businessmen and there is no reason why 
they should not exploit such sources with advantage. Their opposition is 
meaningless under the circumstances and their arguments are unconvincing. 
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Written evidence of 1C JlJKy. V. VASAKTHA BAO Gam, B.A., 
Pleader and Chairman, Municipal Council, Proddatur. 

/. — Agricultural credit and credit laciliiies for small industries. 

The agriculturist in this district l>orrows money for his ex|>enses during 
cultivation, for other special needs, for land revenue,, etc., at the rate of 
12 per cent per annum. Ue does not mortgage the crop hut enters into an 
agreement to sell the proauce at a fixed rate after the harvest is over. 
I'lus causes inconveniences to the agriculturist who is bound to seL his 
harvest to the money-lender or sell them at the market rate though the 
market is not favourable, to discharge the debt. 

The Imperial Bank does not lend money to these agriculturists except 
after harvest, when the produce is deposit^ in the godowns and on the 
security of which the loan is granted. It does not give any loan in the 
earlier stages of the cultivation, for example, for the purchase of seed gram, 
*^nianure, cultivation cxponseH, etc. The agriculturist has to look only to 

money-lender for this. If agricultural banks are ojiened, they will nelp 
the ryots. The Imperial Bank does not ieiul money freely except to 
approved customers. It does not benefit the ryot. I would suggest the 
broker system lieing introduced in all the branches so that on the security 
of the broker loans may he freely granted. 

I am of opinion that, if more Governmenb-aided banks are opened, it 
will helj) the borrower, and will induce rich people to deposit money in 
those banks and the thrift habit will be encouraged and the hoarding habit 
discouraged. That the Government has also aided these banks affords a 
guarantee and an inducement to the public to take advantage of it. These 
banks might be useful to industiialists. 
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Written evidence af PHILLIP J. CHAKBRAN Avargnl, 

BJl., Registrar of South Kanara, Mangalore. 

/. — Agricultural credit and credit facilitiee for ttnali industriet* 

1. The cultivating tenant or a landed proprietor who himself cultivates 
the land obtains loans for purposes mentioned in — 

(a) by hypothecation of growing crop or on promissory notes from 
money-lenders at a high rate ui intcMost ; 

(b) and (r) by mortgaging rights in his immovable property. 

Hate of interest , — When the advances are small, the rates vary from 
12 per cent to 18 per 1 * 001 . The period is one year or irom one harvest to 
tile other. 

Security . — The security furnisiicd is either personal security, produce, 
crop or jewels. 

other conditions . — The interest on the amount borrowed is paid 
advance. It is Only the balance which the borrower gets. 

Financing agrivulfure }>y various bodies.— The Government, as seen from 
the statements furnished liy the Revenue Departments, have helpeil tHlie 
agriculturists liy the grant of loans under the Agriculturists Loans Act and 
the Land Iniprovenient Loans Act. 

Number of louiis under Namier of loans antler 


District. 

Year. 

the Agiiculturists 
Loans Act. 

the Laud Improvement 
Loans Aot. 

South Kanara 

li!26 

169 

40 



19 

47 


H»28 

6 

27 


Triennium total 181 111 


I’reviousdricnnium ,, B78 110 

The larger number of loans issued during the last triennium may proba- 
bly be due to the heavy floods of 1923 and 1924. 

The Imperial Bank . — 1 have no information about the part played by this 
agency in agricultural finance. 

The joint stock banks . — Including the Mulki Bank, Limited^ which I 
registered lately under the Indian Companies Act there are ton joint stock 
banks in this district. Most of them are concentrated at Mangalore with 
branches in the trading centres at Udipi and Coondapoor, and are not 
directly in touch with the agriculturist in the country side. 

Co-operative hanks . — The central bank at Mangalore according to my 
information finances co-operative credit societies which in turn finance the 
agriculturist on a small scale. 

Indigenous hanks . — There is one private bank called the Arur Bank 
established near Brahmawar which, I hear, helps the agriculturist. But the 
area of its operations is very limited. The Multani Bank provides capital 
for traders. There is one indigenous banker called “ Mane! Naicks.^^ But 
I do not know whether they advance money to agriculturists except on 
mortgages of immovable property. ^ 

Estimate of capital . — This is not a question wlucb can be answered, 
easily. An idea of the indebtednes.s of the people of this district may be 
gathered from the statistics furnished against question 5. Whatever be the 
estimated amount of capital required for financing agriculture clue notice 



80d 


will have to l>e taken of the exit>iiiig iad^btedueue of the people and safe- 
guards provided in order to prevent the capital raised for tbe above speoihc 
purpose from being diverted towards the liquidation of debts instead of 
directly helping agriculture. 

BefecU in the existing system . — ^The elaborate procedure preceding issue 
ol loans by Government under the Agrieuituriste Ifoans Act and tne Land 
improvement Loans Act and the consequent delay act, 1 understand, as a 
check on the appucations lor such loans. The ordinary agricuiturist knows 
very little about the Imperial or other joint stock banks, which are mostly 
concentrated in towns. The professional money-lender is within easy I’cnch 
and easily accessible. 

Memedy . — If the Imperial Bank or the joint stock banks appoint agents 
for each village or group of villages on salaries or commissions who can thus 
come directly in touch with the agriculturist, it is possible that the latter 
may go to those agents instead ot failing into the hands of the heartless 
money-lenders. It is unnecessary to open branch banks as the building and 
establishment charges will involve the banks in heavy expenditure. Such 
buildings and establishments generally prevent personal contact between the 
bank agents and the agriculturists, 

Co^ordinaiion . — There is no co-ordination among the various credit 
agencies. There may be some co-ordination of effort between the Govem- 
||nent and the Imperial Bank. But I know of none between the latter and 
the other banks. If joint stock banks can obtain money from the Imperial 
Bank on easy terms, it may be iiossible for the former to finance trade and 
advance money at a lower rate of interest on mortgages of immovable pro- 
perty' by the agricultural classes. 

*J. The principal crops in this district are; — 

(?) Paddy. 

(it) Cocoaiint. 

(Hi) Arecanut. 

(iv) Pepper. 

(v) Cashcwnut. 

As regards (?), (li) and (v) local dealers pnrchase them and transiiort tV.c 
surplus to the coast towns ior o.xnort by sea or rail. Arocanuts are generally 
brought direct to the town aim sold to wholesale dealers. Pepper is an 
export produce whicli either the European firms or the Indian merchants 
purchase from the producers either directly or through brokeis and ship 
abroad. 

Formation of pools and of co-operatlvr effort. — Formation of pools may 
help the pioducer but not the consumer. I do not think that in a country 
divided by castes and creeds, common aims and combined efforts in pur- 
suance of such aims can be looked for in tne near future. Mutual confi- 
dence is wanting. Societies on a co-operative basis will be a very useful 
instrument for marketing produce as they would serve to eliminate middle- 
men and woidd bring in a larger income' to the producers. I have read of 
the great work done by societies of this type in an agricultural country like 
Denmark. But what I doubt is whether men with business ability, self- 
lessness and a sense of responsibility can be found in sufficient numbers in 
rural centres to take up the management of such societies. The share- 
hoiders should know to dioose men of ability and character as directors of 
the societies. The directors in turn should know the value of team work 
It is disinterested workers who are wanted* At this stage of India’s 
advancement I am not sure whether marketing societies could be formed 
and financed liberally by banks and worked successfully without being 
assured of official control and supervision. If a society could be formed in 
a rural ^ntre which is the headquarters of a responsible Government official 
who could be trusted with the custody of money and produce, it would be 
possible to form a society able to inspire confidence. An experiment may 
1)6 made at one or two centres in each district. 

Credit JaciKtiea in marketing produce.— Merchants or dealers are 
adranced djy joint stock banks, amounts varying from 50 to 65 per cent 
of the market value of their stored products during the months of May 
to September when sales are scarce and sliipping is at a standstill. Open 
loans are granted by banks to approved customers. Shut loans are tcran^ 
to others, the products being kept under the supervision of banics 



ifUtmai remittunce.^Hank drafts, ciiequcs aiid telegraphic Uaiuim 
tjmttgh banks ai*e the means chiefly employed for internal reinittauoe : — 

P^focts in the existing system. 1 
• f ^i« 80 tiable instruments and inter- 


trade suggestion. 

Hundis — auterent classes. 

Amendments to Negotiable Instru- 
ments Act. 

Discounting of hundis. 

Ownei*ship of goods — Instruments 
evidencing. 

Different kinds of such instru- 
ments. 


I regret that I am unable to offer 
remarks on these subjects as 1 
cannot cliuui inlimatt^ knowledge ot 
them. 


my 


Different kinds of such instru- 1 
Licensed warehouses — operating, j 
need for Government assistance. j 


3. (c) Land fetching an inc'ome (rent) of live or six mumh$ of ric'c 
(Rs. 30 to Rs. 35) was worth Rs. 1,0CK). But the value of land has gone 
down by half. If the land should fetch a value of Ks. 1,(X)0 it should 
bring in a rent of 10 murahs of rice. 


4. The marumakkathayam system of inheritance in the Malayalam 
speaking area of the district, and the Aliyasanthana system in the remain- 
ing parts of the district prevalent among the landed non-Brahmiu tlasses, 
discourage advances on mortgages to those classes. 

There are no land mortgage hanks in this district. J have heard of the 
proposal to form such a bank in Puttur. But it has not yet iiiatoriulizod. 

Long credit, easy repayments and low rate of interest should be the 
feature of a land moi-tgage bank. 

Measures — sii if (jest ions. — (a) No lecord of right has yet been introduced 
into this district. Until the resuiTey operations followed by resettlement 
are complete and revised A registers are available, it would not be possible 
to introduce the system into this district. The subjef;t is under discussion. 

(c) Tlie costs of reference to registration records are far from prohibi- 
tive. Considering the labour and expense involved in transcribing copies 
of documents presented for registration and maintaining subsidiary records 
for easy reference, the fee at present charged for obtaining certificates of 
encumbrance is very light. 

Working capital for the proposed Mortgaue Bank.-— {a) to (c) The capital 
should largely be obtained from deposits. C'are and sense of responsibility 
Hull then characterise the administration of funds obtained from deposits by 
the people of the area served by tlie mortgage bunk. Funds from central 
institutions or raised by debenture bonds will not be administered with equal 
care and sense of responsibility. 

5. (a) The following are the figures regarding indebtedness in the district 
furnished by the .statistics maintained by our department; — 



11126. 

1927. 

1928. 

— 

Number 

regis- 

tered. 

Value. 

Number 
regif- 
tered . 

Value. 

N umber. 
regis< 
iered 

Value. 



R8. 


j 

R8, 


! «. 

(i) Mortgages of ioi- 
movawe property 
of Bb. 100 and up- 
wards. 

6,852 

76,72,622 

6,2i2 

62,69,776 

6,279 

63,44,618 

(ii) Mortgages of value 
less than Bs. 100 

612 

31,460 

014 

26,392 

610 

27,6.12 

(iiiV Person d bonds. . . 

I,r 2 

12,38,186 

1,078 

8,3ft ,390 
91,329 

1,178 

10,36,887 

(iv) Mortgages and sales 
of movables. 

793 

1,07,917 

696 

611 

90,362 

Eeoeiptg of money due 
under mortgages. 

2,478 

22,06,786 

2,438 

20,67,661 

2,613 

22,42,920 
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The mortgagee (i) and (it) iueiude alao security, indemnity and mainte- 
nuiice mortgages where cash does not pass from the mortgagees to mort* 
gagors. But such mortgages are not of frequent occurrence and ther^ore 
do not appreciably bring down the indebtedness expressed by the figures. 

(c) Debt incurred againat other aasetn. — No separate statistics are 
maintained for moi*tgages of houses. Ploughs, ornaments, agricultural 
implements, crops and produce are movable propei-ties. Figures against 
5 (a) iiv) include sales of movables also. Personal bonds o (a) (lii) are bonds 
where no properties, movable or immovable, are mortgaged or pledged. 
Debts are incurred for purposes noted as items (a), (6), (e), </) and 
{g). I have rarely come across documents where purposes (c), {k) and (/) 
were specifically recited. 

Creditors, — Banks, co-operative societies, indigenous bankers and profes- 
sional money-lenders lend money for the purposes mentioned above. 

Uat(8 of intvri‘»t. — Joint stock banks charge interest from 7 to 10 per 
cent according to the condition of the money market and the rate of the 
Imperial Bank. Proieasional money-lenders charge intere.st from 12 to 18 
per cent. 

Calcnlutiou of interest , — Interest is charged and collected every three 
months f)y joint stock bunks. In default overdue interest on unpaid inter- 
est at 10 to I2I per cent will ))e charged and collected by them and at 
9 per cent by the Imperial Bank. 

Enforclvg pdyment . — In case of moneys advanced on produce, goods, 
jenels, etc., recovery is effected by the sale of sueh produce, goods, jewels, 
etc., after due notice to the debtors. In other cases the law courts are 
lesorted to. 

Effect of enforccnicut . — Tlie fanners are faced with increasing poverty 
tiiul are at the mercy ol the money-lenders. The incentive to cultivation is 
lost when the cultivator cannot enjoy the fruits of his labour. 

0. Suhsidiarij industries, — Hioe-milling, gur-making, jaggery manu- 
facturing and vegetable growing are probably the only subsidiary industries 
in this district. 

Methods for hr tier return. — Co-operative marketing societies may step 
in to enable the farmer to get a betU‘r return for his produce. 

Einploi/mcnt to sujtplcinenf income.— Diiivy farming is a remunerative 
business if fodder is available. Milk, butter and ghee are very much in 
demand. Coir-making is also a profitable occux^ation if rivers or streams 
are near by. The “Charka” proclaimed to be the panacea for all evils. 

1 do not know how far it will solve India’s proverty unless khadder is worn 
to the exclusion of all other cloth by thc^ majority of the people. It is an 
Utopian scheme. 

Working capital. — Co-operative societies can be of great use in providing 
small capital for financing these industries. 

6. (a) Hand-looni industry. — This district has profited greatly by the 
improved methods adopted by the Gorman Mission Weaving establishments. 
The quality and variety of cloth produced on the handlooin on the West 
Coast have earned a reputation throughout India. The industry would 
thrive if the yarn and dye used are of superior quality and the stock of 
manufactured cloth is not accumulated. 

Fisheries. — Dry fish find a ready market in Colombo and Japan. If 
there is a co-operative marketing agency, larger profits may be expected by 
the weavers and fishermen. Metal workers are few in this district. If gpjd- 
smiths, blacksmiths and coppersmitlis are metal-workers, a larger number of 
people will find a living by these professions. If the metals with which they 
wcork are made available to them at cheaper rates by co-operative stores 
larger earnings would be possible. The weavei’s (by caste) are a very poor 
community as a general rule. They do not take to modern methods of 
weaving. They are to be educated in the art. If yam is provided for 
them at cheaper rates and the output taken over by co-operative marketing 
agencies, their perennial poverty may to a great extent be relieved. It i* 
at pi'esent a cottage industry finding employment for both men and womea 
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f. Banki, mutual relatiom, — Co-operative baukj$ ai'e not financed by joint 
siriwk banks or the lm{>erial Bank so far as my iuformatiou goes. The 
famner have no business relations with the latter. Co-ox>erative banks have, 
however, accounts with other banks. 

{)o-opfrativ€ societies, — I am not in a position to stuto what cUificulties 
are felt by societies in regard to short and long-term capital. 

Fina n chi g extra capital, — This district has about 542 regbtered co- 
operative societies now working. Hegistrution of 55 societies has been 
cancelled. It is not possible for me to say w'hat extra capital xmhiKI Ihj 
i*©quired to finance the co-operative movement in this district. 

Competition,'— am not aware of any com|>ctitioii between co-operative 
societies and joint stock banks. The amounts advanced by co-operative 
societies are small compared with those advanced by joint stock banks. 
^ loans are not as a rule granted by joint stock banks. 

Financial concession,^. — I am not in favour of further financial con<‘CS- 
sions to the cc^perative movement. Concessions or privilege.^ carry with 
them responsibilities. Have societies appieoiatecl the concessions g;\en to 
them responsibilities. Hare societies appreciated the comessions given to 
encouraging answers to these questions. Concession.s have a tendency to 
be regardeti gradually as rights. Cont'essions should be withdrawn when 
abuses occur. The movement is old enough to take firm root hy its intrinsic 
merit without the help of further concessions. 


/ / . — / mligeno «,< ha n k in (j . 

1. Indigenous hankers in tliis district do most of tlie hiusiness of <»ther 
banks except that of receiving deposits. 

2. An indigenous hanker is master oi his money. He l»as no rules to 
obey and no directorate to control him. He can charge any rate <f interest 
or forego interest. He can fix a term, extend or reduce it. Being more 
accessible and free, lie 1ms clients, and ho finances trade and agriculture. He 
may advance to industrias provided the borrower nas jiersoruil assets to 
meet liis liabilities. 

3. {h) He does business. But T am not able to say wliat its volume is. 

(c) Very little is spent on estahlishineiits. 

(d) Indigenous liankers have credit with joint stock banks at conces- 
sional rates. Money is advanced to them wlien sureties are provided. 

5. Interest is deducted in advance when loans are grunted on poisonnl 
securities. They have their own money supplemented by loans from joint 
stofrk banks. 

6. Tlie agriculturist pays at jiresent the minimum rate of 12i pm* cent. 

lleductUm of rates of interest. — Reduction of rates is of course a lelief 
to the agricultural community. But unless loans are repaid witli ;; fai- 
degree of promptitude and without recourse to coercive measures, there 
is little encouragement to reduce the rates of interest. Whether iodu<;tion 
of rates can have the benefits hoped for is a matter for trial. Unless Govern- 
nieiit have institutions of their own and are prepared to take the lisks 
which the indigenous hankers take, it would not he easy to redme the rates 
of interest. 

7. The indigenous banker is an autocrat. If ho is a benevolent autocrat 
he'll liked. Otherwise, he is hated. There is no special pro^tion provided 
fiijp indigenous bankei*8 nor do I think that any special facilities conferred 
on them would benefit the borrowing i)uhlic. 

8. I do not know how', wdien interest is deducted in advance hy mutual 

agreement between the lende r and the borrow'd*, the indigenous banker can 
be brought to book for charging exorbitant rates of interest. MTiere m^r- 
est is not paid in advance the banker may he prevented charging 

such rates if the courts decree a reasonable rate of interest. The f<^r 
high«r rates of interest, however, ensures prompt repayment of loans. When 
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^6 fear is taken away from the mind of the borrower bv measnres intended 
to protect him, the indigenona banker will nev^ grant loans unless interest 
is paid in advance. I fear that it is di^ult to bring Ike indigenoua bank* 
ing system under control. All that conld be done is to direct Ikat the 
Imperial Bank should refuse to grant loans to indigenous bankers who harass 
borrowers by charging high rates of interest and also to joint stock banks 
who help such bankers. 

11. I am not in favour of helping the indigenous banks or bankers so long 
as their dealings cannot be brought under control. I would welcome 
measures to help joint stock banks who are under the control of Boards of 
Directors who in turn are subject to the control of the shareholders. I dL 
not know if a central reserve bank, an expression which I meet for the firsiT 
time, is an institution separate from the Imperial Bank. 

Branch hanks . — As stated in my answer to question 1, Part I, wh 
M'anted, is not branch banks but bank agents or sub-agents of the ce: 
reserve bank or joint stock banks who should take up " their stations 
deiine<l areas as small as possible. Their mission should be to get in to 
with the merchant, the trader and the farmer, to know their needs, their 
assets and their liabilities and to serve them faithfully. Those agents must 
be men of charjvcter and iiigh integrity devoid of communal bias. The 
indigenous hankers may compete. XTnhealthy competition would not be 
possible os long as the agents are under the control of the (iontral reserve 
bank or joint stock hanks. It would not be possible for the indigenous banks 
or bankers to take advantage of the man in need,^ when the choice is left 
to him to avail himself of the reasonable terms offered by the agents of the 
central or joint stock hanks. 

12. Caplin] whether idle . — I am not in a position to state whether capital 
remains idle with the indigenous bankers. But their borrowings from the 
joint stock hanks indicate that their resources are not sufficient to meet the 
demands. If money in the hands of indigenous hankers finds no emplo.yment 
on account of the easier terms offered by joint stock or reserve banks, it 
may find its way to those banks. If that state-could be reached, we have 
partly reached the goal. 


Ill, — In vestment hahif and attraction of capital. 


1, This district has ten joint stock banks with limited liabilities. They 
have a paid-up capital of Rs. 8,89,490 and deposits amounting to 
Rs. 76,90,910-11-1. The total reserve fund amounts to Rs. 6,68,331-14-^. If 
the total mortgages registered are a standard for estimating requirements 
the statistics already furnished against question 5, Part I will give in some 
measure the amount of additional capital required. Part of that capifal 
may reach the banks when mortgagees deposit their money in them. 

Institution s encouragina sarmfirj.— The joint stock banks which have 
attracted paid-up capital and deposits aggregating nearly Bs. 86 lakhs pro- 
vide a place for safe investments. 

Joint stock companies furnish a field for investments. The totallitid- 
up capital of joint stock companies other than banks in this district amounta, 
to Rs. 2,04,526 as on 31st March 1929. ^ 

Gove^ment savings 6a Co-operative credit societies, the Imperial 
Bai^, life j^urance companies and chit funds attract savings. Jct'vXllFal 
p^ post offices and co-operative ciedit societies are the institutions wfeh 
attract savings at present. 


Investments m stiver and {/old.— The craze for investments in ieweUary 
IS very ranch in evidence in this district. There is also a great^dem^d 
for precious stones. Women are mostly responsible for this form of ^d 
invmtment. Among Ae ^ucaM girls there is observed a tendency for 

With the growth of edncalion among women the niinons nractice eSkI 
mg money in jewels may gradually assume normal prop^Ss ^ ^ 
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2. Savingt hanks * — I haTe heard no complainta againat the post office in 
dnis branch of their work. It is rooetly the literate classes who invest 
aiioney in savings banks. I do not know whether it is necessary to attract 
other classes to sayings banks at a period when oilier fields of investments 
are gradually opening up. I do not know of the existence of any dissatis- 
faction in this district with the Ciroverninent on account of the Postal (Jash 
Certificates and treasury hills. It may lie that savings which would other- 
wise have gone to the hanks for hnaneing trade and cHiimnorce are diverted 
to Government coffers, 

3, It would take a long time for the farmer to understand the value and 
i^sefulnesft of purchasing Government securities. 

m 

Existing facilities. — I am not aware of any. 

Habits, uses. — The general tendency is to invest money in immovable 
property. When money is senree, the value of land goes doam. When it is 
S abundance, the value goes up. Investments on the se<*nrity of iromovahte 
^jjifbperty are favoured. 

" ^ House Im tiding . — There is a strong dasire to build now houses or to 
improve existing ones. There is a competition in the building of houses. 
One wants to rival the other in the amount of outlay on houses. Very 
often the savings are exhausted when houses are comiueted and their up- 
keep afterwards becomes a burden. 

Ornaments. — No class is free from this vicious habit of investing money 
in ornaments. 

Litigation . — Memliers of the Bunt community are specially keen on 
litigation. 

Corh-fighting . — Betting is common in this form of recreation. The Bunts 
(the landowning classes) are very fond of betting. 

Social and rdigiaus ceremonies. — Marriages consume a great deal of 
money. The Brahmins suffer greatly. The dowry to he paid is very often 
exorbitant. Clothing and ornaments contrihnte a large share to the 
expenses. 

Drink. — The non-Bralimiu classes and Christians squander their savings 
pai*tly in drink. 

Hoarding. — This is a habit which is slowly dying out. 

Loans . — Agriculturists receive from their fellows or from the proprietors 
of the soil the seed nec<^sary for cultivation and paddy for payment of 
wages. If one murah of seed or paddy is taken two viurahs are to Im 
retnniefl at the time of harvest. 


Investment of surplus moneg . — The answers to the previous question ate 
applicable here also. 

4. (^heque habit . — Those who have deposits in the rmperial or joint stock 
banks u.so cheques. Bank drafts are also growingly in use for internal 
remittance. 

Stamp dufg abolition . — I am not aware of the effect. 

payment of Government servants by cheques . — It would be a useful 
innovation. But it would be inconvenient for the officers living in the rural 
parts. 

Vernacular scripts . — The proposal is worth a trial. 


Banking and investment habit . — I think it is a .matter of slow growth. 
rVnwimeiits in immovable property or in ornaments is considered by the 
lUponeyed classes as the only safe form of investment. 

Causes. — (t) The belief that money is safe in one^g own hands. 

(it) The unreliable character of the men with whom money may be 
entrusts. 


(m) Ignorance that money if made avaiiahle can he profitably need 
for the good of the country. 
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{iv) Liquidation of joint stock companies started with great hopes but 
which failed on account of the incompetence of managing directors and 
for want of effective supervision or check by shareholders. 

(v) Want of business training and technical knowledge in men who 
pose themsolvos as experts iii spocihe industries. 

Suggestions , — Floatation of joint stock companies subsidised by Govern- 
ment which should further provide European and Indian officers with 
special qualifications for the attainment of the objects specified in the memo- 
randum. 

Ilestrictions on joint stock companies of purely foreign origin. No 
foreign crornpany should he permitted to opc?rato in India unless a certain^ 
proportion of its shares are taken up hy Indians and unless its directorate 
contains at least one or two Indians though in a minority. It would be 
a good training ground for Indians. 

Companies registered in England, dominions, colonies or foreign 
countries should he re-rogistered in India with obligations to file with the 
registrar copies of balance sh(»ets, annual list and summary and mortgages 
or charges. 

Amendment of the Indian Companies Act so as to give to Government 
greater <K>ntrol over the activities of joint stock companies. 

Proimgariiln . — I doubt very much whether the income from loans to 
Government for capital expenditure would be sufficiently tempting for the 
moneyed classes when joint stock banks declare larger dividends and pay 
higher interest on deposits. 

Tianh hninthes opening . — This district continues to have only one branch 
of the Imperial Bank at its headquarters in Mangalore. 



Written evidenoe of the ^Presidenoy Postmaster, Kadras. 


Ill, — Invest iiicni habit and attraction of capital. 

The <|uestionitaite relates to luatters outside tlio scope of the post ofitco 
except ifiose relating to the post savings hank and C^ash Certitieatos, 

Having l>een in Madras only for a short jHjriocl and being new to this |>art 
of India. I do not tliiiik 1 can offer any vuluaiilc suggestions on other subjects 
excerpt the al>ove. 

2. Postal Cash Ceitilicutcs are not very popular because they can only ho 
resorteil to by ptH)ple who cun allow their money to be with the (j5 over n men t 
for a fairly long jicriod, i.e., full five years. This iiivestnieiit is not in 
favour with the public as no bonus is allowed during the first year of 
purchase. If this ileieci is rcniovod and bonus is tleclarcHl uiontbly instead 
of quarterly us at present and the purchase price is lowered slightly, there 
is every probability of the middle class people also resorting to this. 

Xhe savings bunk as it stands at |>rosont, does not afford mneb facility 
to the pnlilic especially for the reason that the nijinl>er of withdrawals that 
f;an be made within a wc*ek is restricted to only one. if tins n umber and the 
latci of interest as nell as the annual and maximnin limits are raisctl, there 
will 1 ) 0 , in my o[)inioii, an appreciable increase in the number of savings bunk 
transuctions as the post office is held in high c^steoin. 

Postal Cash C'ertiHcat<^s are generally resorted to by the ritrli class only 
and the savings bank both by the rich class and the middle c'lass us well. 

The rale of interest on l^ostal ('Ush Certifit'aies <loes not uftpear to bo 
Iiigber than that allowed by other banking institutions and bankers for the 
amounts deposited with them and as sm h it cannot lu^ said that the (iovern- 
ment holds any <’oinpetition with f)ai)king institutions and the investment 
in the post oflit-i* is <mly preferretl, Imhuusc it is more* secure us it is tmiuaged 
by Government. 

d. Regarding Goverhiiu’nt securities, f am of opinion that tho public 
are satisfied with Uie present facilities ofu*i\H| e\c(*|>t that the limits 
j»rescribci for them are low. 'J’hi.* presciibed limits therefore need 
enhancement. 
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Written eridenee of MMJSLj. M. BHXXXASIBNA EAO Avorgal, 
President, the Adoni Co-operatire lK>an and Sale Sodetp and 
the Co-operatiire Town Bank, Limited, Adoni. 


/. — Agricaltural credit and credit jacilities for small industries. 

1. T1i 6 agriculturists in this district borrow money for cultivation, land 
revenue and failure of monsoon from mostly c'ommission merchants to whom 
they bring their agricultural produce for sale on commission and they bor- 
row from regular money-lenders, mostly professional people in the town, and 
in rare cases from big Iteddis or sowcars in the village for capital and perma- 
nent improvements. 

The rates of interest vary actxnding to the locality and the status of 
the party, llyots who borrow money lor cultivation and land revenue on 
promissory note, account Uuitha and simple registered Iwnds are charged 
from Re. 1 to its. 2 per cent a month and ryots who borrow on land mort- 
gage are charged from As. 12 to Re. 1-2-0 per cent per month. Besides these, 
petty ryots borrow from other cultivators or patels or influential ryots in 
the village on the basis of kind. To give an instanc^e, a ryot, of course, poor, 
borrows 4 aravhy each aravi measuring 32, when his stock of grain is ex- 
hausted. After four months at the time of tho harvest he has to give five 
aravis failing wdiich he has to pay a 2 >enalty of eight seers for every aravi 
on tho following New' Year’s day. Secondly, a man borrows one rupee and 
ho has to pay at tho harvest time one scale, that is, 2 dhadus or 12 lb. raw 
cotton, i.e., tnitton with seed. This is worked at aliout 6i per cent per month. 
Of course, loans are taken for specified months but there had not been one 
instance when the whole loan was cleared. The interest will be added to the 
principal and this will go on till eternity from father to son and grandson. 
Last year one of our local very rich patels had to write off Rs. 40,000 under 
bad debts. 

The Government so far has not played any part in financing the agri- 
culturist except through the tafcavi loans. The relief given through the 
takavi loans is negligible and the ryots complain tliat the terms are harsh 
and the full benefit is not realized by them. The Imperial Bank, jeint stock 
and co- 02 >erative banks have not helped the ryot so far except few middle- 
men lietween the villager and the firms in the towns. Money-lenders by 
profession and commission agents are the principal sources through which the 
villager is financed at present. 

2. The iirincipal croiis of the district are cotton, groundnuts, cholam 
and korra. The present system of marketing kappas, cotton and ground- 
nuts is that the villagers bring their produce to the commission agent 
at Adoni who sells to the European and Indian firms on commission. The 
commission agent charges Re. 1 for one cart of kappas (3 docras or 45 local 
maunds) and Rs. 2 for one cart of cotton w'eighing 48 maunds apai*t from 
sample which goes scot-free, customary allowances and a number of other 
charities. Besides, he is cheated in weights and the prices will be unneces- 
sarily reduced after the cotton is taken to- the buyer’s compound. The 
commission agent charges three pies in the rupee for groundnuts and other 
grains apart from so many allowances deduct for derks, dharrnamy etc. 
The forming and successful w'orking of pools on a co-operative system is the 
only w'ay to get out of tho difficulty. The present co-operative societies are 
the only w'ay to get out of the difficulty. The attitude of the Government 
tow'ards the co-operative movement is stepmotherly. The present co-opera- 
Aive societies are neither owned by the public nor taken care of by the 
department. The co-operative loan and sales societies must be established 
in all the principal centres of business. Rural credit societies must have 
sufficient money to pay the cultivators who will l>e bound by an agreement 
to take all their produce to the cr^it societies who will in turn send the 
produce to the loan and sale societies who will dispose of the goods at the 
best price in big lots at a favourable time. It has been found by experience 
that the lots of cotton sold in public auction have found good price. The 
ryots will get then correct price and weight and much of his time is saved 
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^hicli can bo utiliaoil for agriculiiut) or coiiago iudua^iea. The abovo 
ajiiteiu cun t*© worketl only if the agricultural imlebtedneiss is roiuoved aud ho 
k free from monoy-lendci>i or his commission agont, 

6. There is no subsidiary industry supplemental or allied to agriculture in 
our district or taluk. Of course, there are few cotton pi'essos mid ginneries 
in this taluk but relief is given to very few. The only subsidiary ind^try 
which is in tune with temperament and which can be made universal giving 
supplementary iiK'ome to all and at all times is handginning aud hand- 
spinning cotton. The ugricuHurist has eight idle months iK'foi-o him every 
year. He has any amount of raw kappas. The art of handspi lining and 
handginning is known to him from time immemorial. He wants his 
(Kittoii seeds for his cattle and sowing purimses. There is the country 
carder, country weaver. Finally ho requires clotli which is as much essen- 
tial as his fooil. The rural co-operative societies may be. entrusted with 
the working of tliis industry. Before they are eutrust<Kl, one society under 
the name of tlie co-operative ^landspinning and handweaving society may 
Ixj established in every one of the revenue fitkas under the care of well-trained 
men in this art. They must Imj hnaneed amply. All the accessories, such 
as haudginiiiiig uiuchiues, .spiiining wheels, spiiidVes, testing madiine, 
count-knowing scale and slivers,, must bo stored. The society must l>o pre- 
pared to take back the yarn and pay them the wages. The yarn must Ik) 
woven ill the village itself. The cloth must be w^oven to the taste of the 
people of the locality and its surroundings. This will give work not only to 
the spinner hut to the ginner hy hand, weaver, carpenter, dhohi, hlacksinith. 
dyer, printer, country ginner and salesman. The co-operative societies may 
he entrusted with this work generally hut the model societies mu.si lio 
work©<l bv the Governinent just like any Government dairy farm or agri- 
cultural farm. Separate industrial banks may be estalilished throiigboiit 
the Presidency which will linance all the model spinning swieties and other 
rural cf>-operative creilit societies which have undertaken non-credit work 
of handspinniiig and weaving. 
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except wliat the itinerant merchant tells him. The sx>ecu]ative merchant 
of the mercantile centre often gives the producer a wrong idea of the state 
of the market; whenever prices are rising, the producer is advised to sdl 
the goods forthwith to Uie merchant; if prices should be falling the g<x>ds 
are left with the merchant hoping for better days, very often resulting in a 
dead loss, as the merchant knows when to buy to his advantage. Often the 
|)roducer is powerless to dictate his price, as he had taken advances from 
the merchant promising to supply goods and also he is in need of ready 
money to purchase his necessaries. 

Thus it will be clear that co-operative effort in marketing the crops 
is tthwlntely necessary. The s<*hemo must be to first advance money to the 
agriculturist at times of need and realize the same by selling his produw 
at the best market. The agency must, to start with, lie one experienced in 
the sale of these goods to stand the competition of the merchants at the 
same time. Othera^ise, the scheme will be a failure. Such an agency must 
not only sell the goods but also educate the ryot as to the best market for his 
goods, and all other factors which will secure for him the highest price, so 
that, in course of time, he can take up the management of the business him- 
self. Till then the staff must be manned by persons who know the incidents 
of the trade. It is the absence of credit facility to the ryot that leaves 
him at the mercy of the merchant to a’honi alone he now looks forward for 
prior advances and cash prices. 

I do not think that exr?ept the hig merchants of the metropolis, the 
generality of the merchants use negotiable instruments to any great extent 
in their trade. In the large majority of cases, reinitiances of money by 
postal money order or insurance arc common between two places though 
negotiable instruments or payment orders may ho advantageously used, con- 
sidering the transmission of cash to and fro. T do not believe that any 
amendment of the Negotiable Instruments Act will facilitate the use of such 
instruments by these merchants. The chief causes are the ignorance of the 
merchants to the advantages of the use of negotiable instruments and the 
absence of hanks to facilitate their use. The merchant can he expected to 
know of the advantages of negotiable instruments either by sound com- 
mercial education or by their extensive nse in the trade. The middle-class 
merchant is a merchant hereditarily. Like the agriculturist in his sphere, 
the merchant gets trained in the old groove and has few opportunities of 
studying new methods of enlarging hi.s business. No doubt, he is intelligent 
and astute in his bii.siness hut he has not learnt the use of the negotiable 
instruments by education or experience. Nor is there such a close-knitted 
hanking agency to facilitate the use of negotiable instruments. Most of 
the banks are only money-lending agencies, doing very little work in hill 
discounting or other spheres of hanking. Few hanks have opened accounts 
with sister institutions of wide repute. They are thus unable to be of 
any use to th5 merchant except to lend him money. There is no agency 
worth the nnm<^ for internal remittance except the post office or a bank 
to its branches. 


Thus negotiable instriiinonts play an insignificant part in the internal 
trade except of course in educated and hig centres of trade. Hundis are 
prevalent only among Nagarathars which cannot he said to come with 
'‘Trade.*' ^ 

In the smaller trade centres, instruments of ownership of goods arM 
nractially unknown. Moneys are rarely advanced on such instruments evenp 
by educated merchlint^ or hanks. They are not treated as valuable pro- 
J the probable reason is the lack of confidence in the consignor orjH 
warehouse man giving a true description or value of the goods and hIskS 
in the consignee or owner of the instruments. The legal incidents of »ucf^ 
well known to the trading public and the system of 
dealiitg i|i mioh instruments is not prevalent. 

Value of land is uncertain and is determined by the locality, 
fertility, irrigation facility, availability of labour and competition. In di^ 
areas cultivate by baling well water, a few years of successive drought will ^ 
bring down the value to less than one-foprth of the normal 
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Purely dry lands with Government assessment of Re* O-IQ-O to Rs* 1-4-0 
\^mr7 from Re* 50 to Re. 300 per acre. Di-y lands with wells for raising 
garden crops vary from Rs* 600 to Rs* 1,000 per acre. But the value depends 
very mudi on the condition of the wells and the copious supply of vniter* 
Wet lands, channel-fed, vary from Rs* 1,000 to Rs* 5,000 per acre i(the 
latter value in a very few places) depending on the source of the supply 
of water, drainage facility, nearness to the market, etc. 

(6) Wlien the lands are sold for Government revenue, they do not fetch 
even a fourth part of their value for I'easons which are not detailed here. 
In court sales* tile price is also considerably less mainly because of the 
lack of ceHainty of title and difficulty in getting possession, etc. In private 
negotiation market value is given* 

4. There appears to be no legal impediment to mortgage of land and 
agricultural holdings except in a few i^otwari lands where.^he rights of 
the patindar and cultivator® are not well defined. There is one land 
mortgage bank in KuHttalai raising capital, infer alia, by debentures. I 
am told that the said bank is only conifieting with ordinary co-operative 
banks in the matter of the amount of money lent and that while co^eporative 
banks finance the poorer classes* neither they nor the land mortgage banka 
supply the need for the landetl middle class and give relief to their 
indebtedness, 
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Written eridenee of IL SIVARAMA AYYAB Avargal, 

iUiTaiiasamadram, Tinnevelly District. 


I. — Agricultural credit and credit facilitia for small indvstties. 

General. — ^Agriculture is a very complicated subject and, as a business oou* 
cenij factors that contribute to its success differ from place to place from timo 
to time and from crop to crop. It is the main business of the people of 
India. The produces are shared by three parties — the cultivating tenant, 
the landholder and the Grovernment. An examination of the distribution 
among these three parties will show that th# share of the tenant is be- 
coming less and less and the shares of tlie other two are increasing though 
at different rates. Though the income of the landholder had increased to 
some extent, it does not liear comparison with the rate of income earned 
in other walks of life. And the Government feel that they cannot give 
up their share to make the condition of the other two better. 

Agriculture is a business which can be characterized as safe. Naturnlly, 
the rate of income expected in it can only be low. One who invests his 
moneys in buying lands has to be content with a low rate of inteiest as bis 
brother who invests his on Government securities. There is one important 
difference between these two. If a landholder thinks fit to invest his moneys 
in buying lands which are capable of improvement and improves them, tlien 
the rate of his income in the long run will surely he much higher and the 
value of his lands also will have appreciated much. 

1. This question refers both to the cultivating tenants and the land- 
holders. Tliero are indeed cases in which the tenant is a proprietor himself 
and the landholder is cultivating his own lands. These are only coses of 
exception. It will do for our purpose to ignore these exceptions and the 
enquiry cannot thereby bo prejudiced in any way. So the tenants and 
landholders are considered in this memorandum as two distinct clas.sos. 

Before going into points raised by Uie qiHv»tion, it is necessary to sav 
a few words about the system of irrigation, the condition of rainfall and 
the variety of crops raised. 

I. Irrigation. — There are river-fod and rain-fed sources — 

River-fed sources are of three classes — 

Class J, where the area of the second crop cultivation is 85 per 
cent of the first crop area. 

(^lass 11. where it is between 50 and 85 per cent of the other. 

Class Illy where it is loss than 50 per cent of the other. 

The best of the rain-fed can only give one crop in full. 

II. Itainfall . — In a period of thirty years the I’ainfall is normal in 
nineteen, it is excessive in five, it is dry in four and it is of severe drought 
in two years. 

(JV.J?.) — This holds good for the taluk of Ambasamudram. 

(а) Rain is excessive when it is more than the normal by 50 per cent 
and over. 

(б) It is dry when it is less by 25 per cent. 

(f) It is of severe drought when less by 40 per cent and more. 

III. Crops — (a) Cereals. — Staple crop is paddy and others are cholam, 
ragi, etc. 

{h) Fibres. — Cotton is the staple crop. Sunnhemp, aloes and j^al# 
myra fronds also produce fibres. 

^ (c) Oilseeds. — Gingelly is the main crop with castor and groundnut 

as secondary. 

(d) Sisgar. — ^Palmyra jaggery is the important produce and cane 
jaggery is also produced. 

(«) Grass, — Kora, 
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if) Garden eropt . — Chillies and onions are (bo main crops iritt plan-' 
liuuij vegetables and roota as minor crops. 

(o) Fruit erop8.— Limes, cocoan^uts, etc. 

Of these several crops (i) paddy, (ii) (ill) cbolam, ^iv) oambodia 

ebtton, (v) sonnheiup, (vi) groundnuts, (vii) sugarcanes, (iii) all garden 
crops and (ix) lime trees are irrigated crops and ail the other crops are 
rain*fed, though some of them are found in irrigated areas. 

In all sources of irrigation in pisanam or the first crop running fronx 
October to February, the crop raised in the ayacut area is paddy out in 
kar or the second crop, poddy is raised only in first-class sources and in 
other classes it is raised in a large area of the ayacut interspersed with the 
other irrigated crops. But in some places, annuals like sugarcanes and 
dufassals like plantain are grown in small plots. Subject to this exception 
the rule holds good. 

Let os take the staple crop of paddy and consider the financial help 
that may be required bv the tenant for cultivation expenses. It is all the 
same for him whether his lands are in classes 1. 2 or 3. In cultivating 
his lands ho has to contribute labour and spend money. The items on 
which he has to spend money 

(1) farmyard manure including the excretions of sheep had by penning 
and green manure; 

(2) cattle and implements. 

Weeding is done generally by interchange of labour. Farmyard manui^ 
is supplied partly by his cattle. Harvesting chargos are paid in kind at 
the threshing floor. Seods are generally preserved for the next crop. The 
items of cash paymeut notcKl above require for one acre Bs. 20 a year as 
noted below. 

Cattle and implemenits will cost Rs. 8 and tho cost of manui*e Rs. 12* 

It comes to Rs. 10 an aero for a crop. This is tho rate for thq wot 
area. A tenaut equipped fully for cultivating one acre of wet land in 
pisanam will l>e able to raise crops on two acres of dry land with his cattle 
and implements. The dry lands in the deltaic tracts are not generally 
manuerd as cattle are gracing on them for alxiut eight months in the year 
when there will l>e no crops on them. Taking a typical village to contain 
about 6(K) acres of land wet, and 1,200 acres of dry land, the cash payments 
made by tenants for cultivation expenses will amount to Rs. 0,(XK) every 
half-year. Several of them may not require outside help at all. I havo 
personal experience of a village in which over 300 acres of irrigated lands 
and 500 of dry lands are cultivated by tenants. A sum of about Ils. 1,600 
kept as a floating capital to be advanced to the tenants is found enough 
to meet their demands for cultivation expenses. But this is a village where 
the demand for labour is very much in excess of the supply, so much so, 
that it is not possible to lease out lands for a fixed rent in kind. It w*ill, 
therefore, be appioximatcly accurate to estimate that a sum of Rs. 2,000 
will meet suck demands iii the typical village where every acre is leased 
out for a fixed rent. 

This will be the sum rec|uired if tho crop raised is paddy and it will 
be paddy in all first class sources. In other sources crops other than paddy 
may be raised in the second crop. If garden crops are raised they begin to 
yield much sooner than paddy and are sold as they are harvested as vciy 
many of them are perishable. Sugarcanes and plantains begin to yield only 
after a year. They may require some further help. But the habit of inter- 
oidtivatian gives the tenant some income in the b^inning. Moreover, the 
area is so mall no account need be taken of it. O^er irrigated crops 
*iiamed above do not require as much money as paddy for cultivation 
expenses. 

There are two special factors to be considered along with this estimate. 
Seasons are not uniformly good. It does not matter at all where the 

r tem of leases for fixed ^ts prevails. It is only a matter of adjustmont 
accounts between landhdder and the tenant. Any pnrt of th« 
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|‘©nt unpaid in one crop or its money value will be paid in the next crop 
with 1 per ©ent per mensem for interest. A landholder shows this con- 
cession to his tenants. But the paramount landlord is more hard-hearted. 
Bo the fluctuations of the seasons do not aifect the flnancial position of the 
tenants as the rent is settled with reference to the average income of the 
lands concerned. 

The second question is the mortality of cattle by infectious diseases, 
A disease like rinderpest is most destructive. Out of 100 in a herd, about 
40 died. The disease was found to return once in eleven years except l^t 
year. Within eleven years the same herd increased from 60 to 100 again. 
So the loss is seen to be about 4 per cent a year and it is recoup^ in 
a period of ten years. It is now seen that for cultivation expenses in- 
curred in cash, the tenants in a typical village may be bon-owing about 
Us. 2^000 for a single crop. 

The next point refers to permanent or capital improvements. I have to 
say that it is only as exceptional cases, capital or permanent imi)rovements 
are made by landholders on a scale worthy of notice. Small improvements 
UJ^o being made by bringing dry areas under wet cultivation and such arei^ 
may bo found to be 1 per cent of the total wet area. It may be approxi- 
mately correct to say that 600 acres are brought under irrigation a year 
in the deltaic tracts of the Tinnevelly district. On an average, the reclama- 
tion of one acre may cost about Rs. 60 and it wull take five years for such 
a land to give anything like a profit after meeting the cultivation expenses. 
Adding five years’ interest and allowing for low production, it wdll amount 
to roughly Ks. 100 an acre. The total for a year amounts to Rs. 60,000. 
These improvements are found in the deltaic parts of Tinnevelly wTiicli may 
be equal in extent to a third of the district; The total sum of Rs. 60,000 
is spent in the four taluks of Ambasamudram, Tinnevelly, Srivaikuntarn 
and Tiruchondur. The average for each taluk amounts to Rs. 15,000 a year. 
The" other four taluks are dry. A ref 01*01100 to the revenue records w'ill 
show that the ureas under wells are increasing at a fairly good rate. Jt 
will he approximately cori'oct to say that a weU wdth two kavalais at work 
will irrigate 5 acres grown with ditferent kinds of crojis except paddy. The 
average cost of sinking a well, putting up two kavalais, imrehasing hulls 
and reclaiming 6 acres will amount to Rs. 1,(XX). The average area of 
inci*ease under wells can l>e ascertained from the revenue records. The 
cost of one aero of increase can be taken to ho Rs. 200. At this rate, the 
total ixjquirod for a year by the four taluks can he easily found. A fourth 
of the total may be put down for each of the four taluks. Taking at random 
6(K) acres to be the annual increase costing about 1 lakh of rupees each of 
the four dry taluks may be taken to require about Rs. 25,000 a year. 

From the foregoing observations it will he seen that — 

(1) the tenants of wet lands in a typical village require about Rs. 2,000 
every half-year for cultivation expenses. Ambasamudram is a typical taluk 
and it contains about 80 ayan villages. The total for the taluK amounts 
to Rs. 1,60,000 for a half-year; 

(2) for capital and permanent improvement in each of the four 
deltaic taluks, the landholders require about Rs. 15,000 a year; 

(3) ill each of the four dry taluks, they require about Rs. 25,000 a 
year for such improvoments. 

Calculating at the above rate, the whole district may be said to require 

about— 

(1) Ra, 12 lakhs for the cultivation expenses, 

(2) Rs. 1,60,000 for capital and permanent improvements. 

The tenants do not feel the rate of interest heavy if it is 1 per cent per 
mensem. In some oases the interest is paid in kind which calculated in 
fmm value will be eq^l to such a high rate os 2*5 per cent per menseim^ 
If they are good and thrifty, their landholders will be found to ho willing t0 
lend them at 1 per cent per mensem, The average rate may be taken as 
1*5 per cent per mensem. As a rule, when landholders lend, the period for 
rwayment is roughly six months, that is, the time of the next crop, 
There \s generally a stipulation that the harvested crops should not be 



removed by the ieuauts from the thi'eshiug floor without puymeui of the 
loan with intei* 08 t and the rent due for the crop. This cix^ates a cliarge 
on the haiTosted eroi)8. 

The money required by the tenants is advanced generally by th« laud* 
holders. No tenant seems to be acc'ommodated by any of the banks or 
bankers referred to in clause 4 of this question. Now and theu^ merchants 
advance monej^ to them as against the crops. Ho stipulates for a dis- 
count of 5 to 10 per cent on the market price of paddy with intorest at 
1 per cent per mensem. 

Except when the loan is advanced by the laudholdei-s, there is no 
security offered for the loan. In some cases the loans uro realised by 
methods which are criminal in nature. 

A landholder who, raises money for cai)ital and permanent improvements, 
can raise it ordinarily at 9 per cent per annum from the money-lenders of 
the village. If the market is tight, he can Imve it from indigenous banks 
at 1 per cent mensem. He w'ill discharge the bank’s debt as early as 
he can. It may be taken that the rate of interest for a landholder ranges 
between 9 and 10 per cent per annum. 

Till twenty years back every village was commanding a liquid or floating 
capital when the ordinary rate of interest was 7 5 per cent per annum for a 
landholder. But all the moneys of the villages are flowing to the indigenous 
bunks in adjacent towns and the rate of interest has been steadily rising 
in the village parts. These bankers who earn this excess pi'ofit do not all 
of them fare well as many of them have failed in business putting very 
many of the village depositors to considerable loss. 7'here is no way of 
know’ing al)out the solvency of these banks. This riow of capital from the 
villages cannot l>o stop[>ed, but the evils arising from it can be avoided. 
With this object in view, 1 suggested some years back, at a time when there 
was no imperial Bank, to the Bank of Madras at Tiiticorin, that an advance 
of Rs. 25, (kX) might he made to a board of landliolders at as low a rate of 
interest as iiossible, on the security of iinmovablo properties worth 50 per 
cent more than the loans advaiUHKl so that the said amount may bo used 
for the accoininodatioii of the landholdei's and tenants in a group of five or 
six villages. 7'he then agent wrote to me to have a personal talk with him 
on that matter. But when I went there, 1 found him transferred and his 
successor in office not enthusiastic about it. Bo it w'Oji dropped. Even now 
this suggestion may he considered. If it is t*on8idered good, then the terms 
under which the hoard should work under the present Imperial Bank at 
Tinneveily niay he settled and at least one hoard for each of the eight taluks 
may he tried as an experimental measuix?. 

It has to be taken that this enquiry is made by Government not simply 
to knoiy and record the actual condition of the agriculturists and the 
difficulties they feel in raising moneys at a reasonable rate of interest to 
cari'y on their business, hut with a genuine desire to take such steps as will' 
enable them to raise money easily and at a rcasonalde rate of interest. One 
has to he thankful for this enquiry hut he cannot shut his eyes to the 
position of the Government as a partner in earning its share in the produces 
of the land and how such a sharp is settled and realized by it. 

The share of Government in called land revenue. It is periodically 
settled under certain rules and regulations. It is not within my province 
to question the fairness of tliese rules. Accepting tlitun to Ihi fair, I shall 
try to show how very prejudicially they have been worked out in Tinne- 
veily in 1908. The rules inter alia require that — 

(1) the yield of an acre of normally good land in the first crop should 
be ascertain^; 

(2) a percentage deduction should he made for cultivation expenses; 

(3) from the balance a further percentage deduction should be made 
for the vicissitudes of seasons; 

after making further deductions the net is ascertained and. 
commuted into money value; 

(5) one-half of this money value is the rate of assessment on one aert 

for the first crop ; 



(6) if the area is compounded wet then the assosamcnt on the second 
crop IS — 

a half of the hrst crop assessment if the source is a first dass one, 
a third if it is second class, 
a fourth if it is third. 

These rules show that the first crop is the crop when the whole ayacut 
is under cultivation, that is the crop in pisanam running from October to 
February. So the Settlement Officer should have a^rtained the pisauaiu 
yield. On the other han^ he ascertained the kar yield and took it as the 
starting point. Why? The kar yield ivould always be higher and it is 
recognised to be al>out 50 per cent more than the pisanam yield. So, 
instead of starting with 100 the Settlement Officer started with 150. tie 
found the cultivation expenses to be 40 per cent of the yield and making 
this deduction, he had 90 instead of 60. Then for the vicissitudes of seasons 
he made a deduction of a part of 5 per cent and it may be taken at 3 per 
cent. Is this deduction sufficient? It has been stated above that in a 
period of thirty years, nineteen are normal and eleven abnormal. All these 
eleven put together can only yield seven times the yield of a normal year. 
There is, therefore, a loss of four in thirty, that is equal to 13 per cent. So, 
instead of 13 per cent from 60, he has deducted 3 per cent from The 
correct balance should \ye 52, whereas, the Settlement Officer bad it as 87. 
On the basis of 87, Rs. 30 was declared to be the net income in money. 
Rs. 15, one-half of it, was settled os the rate of assessment for one aero 
for the fii’st crop and Rs. 7-8-0 for the second croi>. The total annual 
assessment on an acre of compounded wet under a first-class source of 
irrigation was settled at Rs. 22-8-0. If the last figure was 87, Rs. 22-8-0 
might be all right. But it is only 62 as shown al)ove. The rate of assess- 
ment on the basis of 52 can only be Rs. 13-8-0 a year. There has thus been 
an unjustifiable excess of Rs. 9 per acre in the settlement rate of Rs. 22*8-0. 
It comes to 40 per cent. It is not strange to have arrived at this excess 
in an enquiry which was more or less ex parte. The land . revenue of tlie 
Ambasamudram taluk as a whole is between five and six lakhs of rupees 
and the Government has l>een collecting for the last twenty years without 
any justification at the rate of at least two lakhs of rupees a year. The 
total comes to Rs. 40 lakhs which may be said to be an unauthorized gain 
made by Government, The Government is therefore bound to render as 
much of financial help as possible to the landholders of the Ambasamudram 
taluk from whom it has earned such a largo sum of money in excess of its 
rights. As the people have not yet acquired a right to shape the land 
revenue policy of the Government, we are not able to do more than point 
out that the share had by Government has been so high as to make the 
condition of the tenants and landholders grow from bad to worse. The 
Viceroy is said to be sympathetic towards the agriculturists; but what value 
can be attached to the expressions of sympathy of a son when the father 
«as the Secretary of State for India had instructed the Government of India 
not to commit itself to any particular line of conduct in land revenue 
matters. 

A landholder in the Tiniievelly district calculates 3J to 5 per cent 
interest on the value of irrigatcKl lands. If capital or permanent improve- 
ments are made and loan is taken for them, two points arise for consi- 
deration — 

(1) The income is not enough to cover even the cultivation expenses 
for about five years in the beginning. 

(2) The full or standard income can Ikj had only after twenty years. 

So the income will be increasing from year to year and the value of 
the land will be appreciating according to the rise in income. If the 
money required for the improvements can be had for interest at 6 per 
cent anntim, it can be repaid with interest in a jmriod of 20 years from 
out of the income from the lands improved. For the first five years no 
interest should be claimed. From the fifth to the tenth year interest 
accruing due for ten years can be paid. In the remaining ten years one-tenlli 
of the principal and interest for the year can be regularly paid. If a 
system of advancing loans with a stipulation for repayment of the loan as 
noted above can be adopted, the improvements that can be effected in 



m 

tlie dis^ifst of Tinnevelly irill be faund to be immense. It k a cbslrict 
meet suitable in the Presidency for extending irrigated areas nnd«r wdls. 
The annual rainfall though light is distribute in all the fonr i^ioiiliural 
seasons more uniformly than in any other district. The enterprising ^irit 
of the agriculturist there has attracted the attention of the district officers 
and they have recognised it in no uncertain terms. As an experimental 
one lakh of rupees may he set apart for encouraging an extension 
of irrigaiion under wells and lent to the people who ’agree to do so, at 
6 per cent interest with terms and conditions as noted above. I am fully 
mnhdent that the Government anil, of their own accord, tiiink it fit to 
increase the alloimetiT in future and adopt this as a permanent policy. 

I may be permitt^l to say that I have personal experience for over 
twenty years in making extensions under wells and irrigational Bources. 

As this point is clo.sely connected with the subject matter of question I, 
I have touched upon it without going into all the details. 

?. Tinnevelly is considered to he a self-sufficing district in general. But 
some of the produces are exported to foreign countries and they are — 

(1) Yarn, (2) Palmyra ingger>', (3) Palmyra fibre, (4) Gingclly oil cakes, 
(5) Chillies and (6) Onions. 

There are some prodiu^ which arc sent to adjacent districts or Stales 
and they are— 

(1) Bough woven cloths and carpets, (2) Bags, etc., made of sunnhcinp, 
(3) Kora mats and (4) Limes. 

Though there are spinning mills and .sugar refineries in the district, 
cotton and jaggery arc not sold by the pnKlucoi-s to the mills direct. There 
are tniddlcincn. So many tricks arc adopted hy them in their dealings 
with the producers that none of them gets the market TU'ico for the pro- 
duces sold. These middlemen are not professional inorchant-s. Sometimes 
they make advances in anticipation of future sales. The price of jaggery 
realiaed is so low that it rcfluces the legitimate income of the proprietors 
of palmy hy aliout a third and the wnge.s of the climbers hy a fourth 
of the legitimate rate. Tt is not so had in cotton. 

Palmyra fibres arc made out of the fronds sticking to the stems of 
tender tree's. The fibres are In^aten and combed out. Then they arc^ sold 
to the brokers of an exporting company at Tuticorin. The proprietors 
seem to he duped hy their ignorance and their loss may lie put down at 
half the market price. As for the labourers who work at them, they get 
their wages. 

Oil cakes . — There are no oil mills driven hy powder. Country mills are 
working and the owners of the mills stipulate w’ith the merchants export- 
ing them to Ceylon and other places ^ sell the cakes to them at a wattled 
rate for a fixed period. The effect is the enhancement of the ItKial prices 
of the cakes. This svstem does not affect either the price of seeds or of 
oil. 

Chillies and onions are sold to middlemen who deliver them to tho 
exporters doing business in them. As those produces have a local market, 
there is not much scope for loss. 

Finished products also have a local market and there cannot therefore 
be any noticeable loss. 

It is found that there is a small volume of trade in otlier produces with 
foreign countries or adjacent districts. For tho quantity exported, one 
may find almost an equal quantity imported. 

For almost all sales, cash is paid to the producer at the time of sale and 
the merchants or brokers are financed by indigenous banks. Among the 
latter big batiks have dealings with tKe Imperial Bank. For internal 
remittance ordinary hundis are used. 

As regards the prod»icc8 specifically d[§alt with above, co-operative insti- 
tions for sales may be of very great use. 

S. The price of Umde.^ln the Tinnevelly district, the lands are generally 
rained on the net income derived from them, put the rate of incon^e 
differs from class to class of wet lands. 
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H it iH A good dotiUlA c^rop land tinder a firftt<1ai$s nonrce ol irrigation 
and eultiTatecT alwavii with two croi>8 of paddy in a year and if it can be 
iianaDy ieaeed out for a fixed rent in kind, then the reaaonahle price for 
an mre ehotiid work out a net profit of per rent per annum on the 
price paid. At the preaent market rate of Ra. 11 a kota (112 Madraa 
meaanres) and deducting the land revenue of Ra. 22-S-O the net income 
from an acre will 1>e about Ra. 115. The price of auch an acre will be 
about Ra. 3,300. This may l>e taken as the normal price of an acre of ihe 
Jand deacri(>ed above. 

^ If it is a double crop land in a second-class source and if two crops of 
paddy are usually raised on it in a year, 4 per cent will he the basis on 
which the price will be fixed. And for such a land in a third-class source 
5 per cent should be realised. Tlie normal price of an acre in the second 
class can l>e taken to be aboni Rs. 2,750 and in the third, Rs. 2,(X)0. 

If the land is cultivated with only one crop of paddy a year in any 
of these sources without a second crop, the price will be about 50 per cent 
of the prices noted al>ove. 

If it is a goo<l land in which one crop is irrigated by a well and the 
otlicr from an irrigation source, then the price may be taken at 75 per 
cent of the prices notetl abov€» for lands under the second and third-class 
sounjcs. In such areas, valuable dry crops are raised as second crop. 

There are some ayacuts in which paddy is cultivated only once a year 
and for the second cro|) other <?<^rettls are raistnl. In such cases, the lands 
are valued at 2/.‘l of the lands cultivatetl with paddy for both the crops. 
These lands are found in the 8€*cond and third-<las8 sources of irrigation. 
Their, prices may range from Rs. 1,350 to Rs. 2,100 an acre. 

Tf both the crops are irrigated by a well, then the price may be taken ns 
00 per cent of the price noted for a good land in first-class sources, i.e., 
Rs. 2,200 for an acre. When crops are irrigated l)y wells, the charge of lifting 
water ha« also to he deducted from the gross produce. 

Dry loads. — The soil of dry lands is classified for settlement purposes 
and there are several classes. 

The worst of them lie waste and aye used only as pastures. They are 
valued at Rs. 5 to Rs, 10 an acre. 

If such lands are cultivated with dry crops once a year regularly, they 
may bo valued at Rs. 20 to Rs. 25 an acre. 

The best of tJie dry' lands in our parts are valued at Rs. 70 to Rs, 100 
an acre. 

The price of other cla-sses of dry lands between the best and the worst 

mav be ranging from Rs, 25 to Rs. 70 an acre. 

There are some plots near village sites which, though registered dry, may 
sell from Rs. 500 to R.S. 1,000 an acre according to the situation. 

Dry plots near wet lands may sell from Rs. 200 to Rs. 300 an acre. 

The pi ice.s realiaied in revenue or court sales are always lower than the 

prices had in private sales. There are .several reasons for this. 

In court sales, the purchaser appreliends difficulties to get into posses- 
sion. A number of objection petitions may he filed and he has to face 
them l>efore and after he secures posses.sion. In revenue sales, it is the 
sympathy with the oppressed that keeps away several pei^sons from bidding 
at the sales. 

4. Long-term credit , — It is an essential factor contributing to the growth 
of prosperity in an agricultural country like India. But the rate of 
interest demanded should he about 6 per cent per annum. There is always 
a demand for moneys for industrial and commercial pursuits in the country 
and they are able to offer a high rate of interest as the rate of profit is 
high in them. The men pursuing them can also afford to repay the loans 
quickly,^ No agriculturist can ever think of competing with them in the 
general money^ market as the rate of his profit is low and as he requires a 
very long period to repay it fully. So a special agency or institution is 
required to help the agriculturist with loans at a low rate of interest. The 
interest may be made payable every year and the principal in a period 
of twelve to twenty years in instalments according to circumstances. Is it 

e ossible to create such an agency and how can the capital required by it 
d commanded P 
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Tb« 1 e^ is vast and alK>ut 70 i»or wiit of tlie |>0|>ul«tioii are 

culturisU. It is not possible for (he Uoveriimeut to find the necessary filHds 
to meet the needs of the agriculturists : nor is it ©tisy to divert the paid- 
up capital of the hanks from industry and comtnerci'. If gcKxi security is 
onFerea, it may l>e found easy to divert the deposits from various Imtiks now 
found in the cH>uuti‘y. The rate of interest derived by the depositors is 
ranging now from 5 per cent imid by registered respectable bunks to 7| per 
cent per annum paid by indigenous banks. The overage rate may l»e almut 
6 i>er cent interest per annum. This capital of deposits can surely l>e 
diverted from the said banks to the new agency if the security offertnl ia , 
unimpeachably good and the money lent out by it is fully MHmrcHl. i 

The new agency may l>e called “ Land banks/’ They should be registereil 
under the law and can be formed in suitable centres with land os its capital. 
Any one who has individually and independently a clear and absolute right 
to a wet land, valued at Rs. 2,CX)0 and si]bje<‘t to no im umbraiUH^ of any 
kind, can by transferring his lands to the banks iKyome a sbarcboldcv for 
Rs. l.fKlO which may be taken to he the value of one share. In a taluk like 
Ambasamudram, it Is possible to have about l.(KH) landholders to take shares 
in such a bank. The capital value of it will he ten lakhs of niptH>H. The 
lands offered for sliares he<'ome the Imnk’s lands and they are worth Rs. 20 
lakhs and their annual net income may Ih> about Rs. Ttt.lXK) at 'R per (*ent 
l>er annum on the capital value of the land. Permanent deposits to an 
extent of about Rs. 5 lakhs may lH^ expec^ttnl to l>e made at the heginning 
in such a hank for about 5| i>er cent interest. The business of the hank 
should h(» to lend moneys to the proprietors of wet bnids which are situate 
in the taluk at 6i per cent interest per annum. The loati should be secured 
on the first mortgage of irrigated lands. The amount to be advatuMnl sboitld 
be half the market value of the lands inortgaiged. The [>oriod for the repay- 
ment of the loan should not exc(H*d twenty years. The time for the? pay- 
ment of- interest and a part of the principal agix'od to should be strictly 
enforcetl. If the business of the bank is carrieel on for some years like this, 
it is sure to Iwvoine the best source of help to the landViolders and to their 
tenants through them. Its n.sscds will always be very well seeured. The 
public will have an unbounded (‘onfidence in it. And the deposits may go 
up to the full limit of the value of the shares of the bank. In the Viegin- 
ning there will be a difficulty in finding funds. This can be overcome if 
the Government thinks fit to help it hy advancing to it Rs. 1 lakh as W’ork- 
ing capital at 5i per cent interest per annum. The Government may also 
authorize the trustees and quasi-trustees to invest their trust moneys in 
this hank in preference to other hanks. 

If the Government helps like this and if the business is run on safe 
lines for about tmi years, the banks will' be found to he stdf-siiTiport -ng 
and to be capable of meeting the needs of the landholders fully in the 
taluk of Ambasainiidram. 

There are some impediments hut they can he overcome with reasonable 
rare and priulence. 

There are no mortgage or agricultural hanks. 

I have made a .suggestion about the formation of land banks. 

The land banks sliould have a right to sell the lands mortgaged to it six 
months after default, after due publication and at public auction without 
going to a court of law for it. 

The effect of bad (‘onstitiients on the good cannot be avoided when they 
are members of one body. We should not allow had men to fiecome 
members. 

Except the first help to be rendered hy the Government, no fiirthot 
help even by w^ay of guarantee i.s required from Government. 

There is a margin of about 1 per cent of profit. This will be found 
enough to meet the expe. ses of the banks. 

5. Tndehtedness o/ the aariniHurixfs. — T take up question T (/i> with some 
hesitation. I got the questionnaire here in Madras and no books of refer- 
ence are available here; nor am T in a position to make an enquiry to verify 
the f note and figures noted here. B«t T hove attempted to show how 

45 
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lalormation can he had on ihia subject. It is now orcr 20 years ainco t 
iNsilled in my village and 1 hams iny staieinentK cm my obsenniiim. cx|>eri- 
ence and knowledge. I feel iliat my eti>iimate^> will be found as aiviirate 
as possible and may l>e Imrne out by the* village r<x*orcb> and any K|>ec*ial 
enquiry made almui the subjwt. 

2. To appreciate the present eonditioti of a village, it is necessary 
to know whether there has been any change in the habits of the viliagent 
and their aims in life. It may lie said that with the establishment of 
the British Government and by the spread of English education, the 
habits and aims in life of the [leople ot India began to undergo a trans- 
formation. It was not iiec^eHsary’ to have any knowledge of English to 

bring about any change in a nian. Ho sees another with that knowledge, 
employed in Government scr\*if^* or engaged in other walks of life, lend- 
ing a life of ease, comfort and inde|>enden<-e. The standard of his life 

has be<*oine high and the necessaries of his life have therefore increased. 
During his <K*casional visits to the village be is a social attraction to the 
young friends of bis early life. Thc'v admire and adept his way of life. 
Jt was after a struggle for some ycnirs with their elders that the younger 
genc^rntion siu*coedcMl and cbtingCHl their ways of life. Their standard of 
life has risen now to the* level of their official or profc^ssional friends. 
The necc^vsitru^s of their life liavc^ increased. Even in cMijoying such iieces- 
they are very oftcui gulden! by nic-ety and not by utility and tlic\v 
go in more for costly things. The simplicity and (luMpnc^s which were 
the characteristics of the life of the last generation are found nowhere 
now. The common saying in the* past about the standard of life was 

“ For one kotu of paddy rt*quiicnl for f(*e(ling you another kota will be 

found emough to meet your othc*r iKH‘essajie-> of life”. This saying 
apnlied both to tlie ricli and poor and the high ami low. Even the 
well-to-do among them were finding this standard quite gocxl. ‘I’hey 
declined to enjoy more on the ground of national good, lor — 


** Whatever a great man does, other pciople do; 
*‘tlK» standard he sc*ts up, by that the pc*ople go”. 


Again, the peo|de wore* always con.siclering themselves to bo tinsic»es 
of the cewparcenary family of wliicdi they are the managers. As su(‘h, 
they considered it their duty not to spend more than was ahsoiuU'Iy 
nocossary. Even the rich did not have personal servants. The wonicKn 
attended to nil the d«)ine.stic work and the men to all the outdoor »vork. 
Manual lalKmr done for onc*’.s own comfort or henefit was never con.-ii- 
dered derogatory whatc'ver Ik* tho swial condition of the man conceriie<l. 
I ho village' was the unit of socie*ty for them . For sc'i vice to the village, 
tfu*re we*re common sc‘jvants smdi as kavalkai-s. On sj'ecial eM*<iasions 
these would servo the individual me*mhe*rs of families for fren* fee*ding on 
the days of work. The ironsiniths, carpeiiteirs and other Ke*rvants of the 
village (‘ommnnity had their perquisites at the time of harvest and they 
were^ serving the villagei*s for a reduct‘d rate and for free fc*etling. 


The whole of this system has changed everywhere almost eeuniiletely. 
The c.auses ar<3 so many. ft is not iieeevssary to go into tliem. The 
result 18 


•,i J‘ hiinsclf ns a inomlior nf liis famih- or of his 

Tillage aiiei all aasert their individuality. 

2. Life is not considered to Ik* a hunelle of duties an 1 sc'rvices. 
Everyone is intent upon exei-cising his rights and enjoying his privileges. 

3. Manual labour is conside*r(xl derogatory, 

4. Comfort is inensureel by costliness and 

5. Utility has ceased to Iw the standai*d of necessity. 

The gren^t sinners in this msiiect are the high caste peopb and 
thny ^ suffering seriously from these defects. Yet there is now an 
organiaed s^usgle by other people to get into a jiosition wbicJi is the 
important of th© caases which have produced these undesirable 


Tliis is one aide of the picture. Tlie other side will clearly prove and 
illustrate the power of human intellect and the capacity of man to over. 
VMne fbe mjserips of Ute. ’ • ' 



li k tk© work of the uaturai law of (x>ui|>oniMition that a sain iua4o 
in one |K>iut k t reatod by a loss in another. Man aliould be able to find 
out which of them is l>etter» tlie }>oint gained or “ the point lost 
Progress k. in general, the p«r|H>ae of evolution. The point lost i« Hot 
to bo generally regretted. The negative pttKviss of starvation 'annoi aiaa^H 
l>e the only nay to acciiiuulate Having against the future. No one m 
these days will fegi'et even the total extinction of that pna'ess. 

The change that k brought about in our ways and habits of Hfo by 
our cHintuct with the Britinb is indeed for the l>etter as the tHlvnii(agc» 
outweigh the disadvantages I’esiilting from it. With tlu^e few miiarTis, 

1 sbair take up the subjett matter oi question 1 (5^. 

3. It rcHpiii'es inforniation on the existing ItidebiedneaH of the agririit- 
tiirist. the pui*pf>ses for ttbich, the pemms from whom and the rato of 
interest at whicii they are Imriowed and how the debts art* dischai'ginl. 

T confine iiivseU to the agricultural classes of the village jmrts. Nearly 
80 per cent of the population in a village are ngricnUuriHts. F4ven the 
remaining 20 per ciuit are always actuaUnl by a divsire to purchase landH 
it they can fiiul funds for it. S«> the non-agriculturists ('atitioi la* sepa- 
rate(i from the agriculturiNls in dealing with the question. Among tha 
ugricultiiriHts there arc throe classes. 

1. Agricultural lHhonrei*s, 

2. Peasant prop r idol's, and 

3. Landholders. 

It is not possilile to distinguish one from the other. The agriculiuiai 
labourers are al.vi labourers in gcncrnl. Some of the peasant pnqo'idofH 
are also cngagtMl in other works when th(\v have time. A lew of the 
landliolders follow otli<‘r profc*ssions. in lonsitleriiig the financi tl condition 
ot a village it is not easy to separate the ntaiu persuit of agricullitte from 
the scc^ondary. 

4. It is again very difficult to ascertain the indohliMlnt^ss of individuaU 
tvith any degree of mciiracy. An inquiry into individual cases will l»o 
found to he as had as tlit» medieval inqiiisitioiis and the information had 
in any such impiiiy will he equally iinreliahle. 8o, it is not desirable for 
any one to undertake such an inquiry. After all, the ohje<'i of such 
an inouir\’ is simply to find nut the total indc httulness of a village or of 
other larger units. There is a historic way ot finding it out aiiu it will 
ijc more scientific, u.scful and uccurtile. Jt may not furnish us with a 
correct estimate of the existing indehWdnms. What will he the use of 
such all 4^tiiuate for fiii<ling out a remedy! When a disease has grown 
acute, no sensible doctor will think fit to handle it without knowing tho 
previous history of the case. The finamial history of a village shouTcl Ije 
first known for a periwl of years. Then hy a c;oni|mrHtivo study it w*ould 
Vh 2 easy to find out whether its linanciiil (‘ondition i.s sinking or rising. 
No rea*^nahle man can In* alarmed at the increasing indehtedneis of a 
village if its assets have increased in greater proportion. Otherwiea*. thin 
inoinry started hy Government to relievo the existing indehtedncifw will In? a 
lidicufous and meanirigk^ fan*<», I think that the oi»j<>ct of this inquiry is 
to find out whether Uiere is a rise or fall in tho economic cx^ndition of tho 
agricultural classes, and fin this purpose f shall take a village well known 
t<i mo and exatnine its 4*<>iidition us it w'as !f() .veal's hack and as it is now 
By eotnparing one with the other the avtq-age rise or fall for a year during 
the i>eriod can Ik* found out. 

The reasons for taking the perioci of 30 yeans ai'O — 

1. It k the active period of a man’s life; and 

2. It ia taken to ^>e the age of a generation. 

Hie condition of the village in 1900 and 1929 sbottld bo aoeoriaitiod 
fimt. 

5. For this put^ose the assets and Uahilities of the village as a wlgd# 
ibottld be known for the first and the last year of the period* 
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Tho OMmih of a viJiaiea are made up of — 

1. Wet laiuU of different ijualities, 

2. Other irrigute<l latuk and their c^uaiitic^. 

;j. Lundh irrigatcni l)y wt^Mn, 

4. Dry lundH of different qualities, 

*y. Topes, palniyrn and other trees, 

0. Houses and sites, 

1, Furniture and vessels, 
b. Jewels, 

9. Cash, 

10. Jnduhtries, 

IJ. (/Oinrnerce, 

12. Cuttle, 

10. Curts and convoyances, 

11. Ixuises, 

15. PuMie and prohvssional seiviee. and 
1(). Othei iuiscel la neons jobs. 

In ronsideiing the a.^s(*l.^ ol a vilhme ojie Iia.s to aseertain the assets 
of the villagers “proper ’. '^I'ludi assets ‘may he found situate in the 
village or out of it. Oiitsiilois may havr* ae(|uired properties in the village 
and the inhahitants may have left the village and atsiuired properties m 
other places. The.se two kiiuLs of assets are fully (‘\elud(‘d fiom this dis- 
(‘Ussion and I confine myself to the assets owned hy t!i(‘ others wlio are calVni 
villagers ** proper” above. 

(3. I shall take the 1(3 items noUnl above aiid (U‘al with cceh (.f iheni 
as it was in HKK) and as it is found to he in tliis year of 1023h I shall 
compare one with the other and note the result then and there. 

Itcnm 1 to 4 — 

(a) IVrf taiid (uid otln’r irrigated nrvan. 

In 13KX), the villagers owned under ilr.st-cUu>s sources of irrigation 
Wet lands 4-54 acres. 

Water lale hinds 7 acres. 

In 1929, they owned — 

Wet lands 452 acres 
Water rate lands 59 acre.s. 

(h) TtVt hmdx under scrnitd^class sources and other irrigated arras. 

In 19()0, they owned — 

Wot lands nil. 

Water rate lands nil. 

In 1929, they ow'neil — 

Wot lands 190 acres. 

Water rate lands 17 acres. 

(r) Under third-etass •sources — 

In 1900, they ownetl — 

Wet lands 162 acres. 

Water rate lands nil. 

In 1929, they own — 

Wet lands 1»35 acres. 

Water rate lands 14 acres. 

(d) Well irrigation — 

In 1900. the area was nil. 

In 1929, it is 30 acres. 

(f> Thy lands — 

In 1900, the area owned was 1,100 kcret. 

In 1029, it ia 1,700 aerea. 



TW wt?l resjult i** fir^t cliks^ wot 2 acimst^lU, 6»6(M). 

First-cU*iS wot wiitor r«to plan 52 pUi«i U^». 1,15,000. 

SeeoDci-clajss wet plus 100 R». 2,75,000. 

Water-rate plus 17™ plus Its. 20,000 (single crop). 

Tbird-<*lHss wet — 27™ Its- 54.000. 

Wnter-rate plus 14 -plu.s Its. 14,000 (single crop). 

Well irrigation plus ;i)-plu» Ha. Oil, 000. 

Dry lands plus GOO plus Rs. 15,000, 

The total of additions ininus the U»tal of reductions will U’ found 
to Ih* tHpial to Rs. 4,45,000 in round figui'es. 

//fiM 5. — Topf's, fitthu i/rnf fin*i tref ti. 

These may 1 k» taken to Ik* mnv lis they wore in 1000. Toi>es and ti^s, now 
and then destroyeil had been sufheienily replai'inl. The palmyras whieh were 
tender in DKM) had now grown up and they eaii cnpial the nuiulK'i* of palmyriia 
dead or cut down. There arc tender palmyras also rei'ontly gi'own. The 
result under this head is nil. 

Itrm G . — nnd nifts. 

The sites eontinue to he the* .sjime. There is an addition of two 
acres against wliieli tw'o acres are viu*ated. 

This village heeamc* part a I’nioti Hoard in or ahoui l8tHl. 5‘he 

niiiuU*!' of houses was then ahoui HOO returning a tc»tal honsc'-tn\ c»t 
ahcnit Hs. 400. Tlie houses liave now inereasod to alwnit 1,000 and tho 
taxes to Its. 1,2-50. Tlii?re is a Miiall difft'renc'o in the rate* of a.ssessment. 
It may Ik* taken that tho present rate has iiiereaseci l>y 20 per cent irom 
the old rate*. The value of the materials and the rate of wage^ have 
also imreiised hy about -50 per cnnit in the last thirty years. Allowing 
for these two per('<*ntage nu rea.ses, the total assossinent of Rs. 4(X) has 
to l»e taken as H.s. 7-50. The rate of nsse.s.snieiit for a house valued at 
Rs. HK) or a part of it is 4 annas with 4 anima for «*vc‘ry additional lOi) 
in the valimtion of houses, ('aicatlating at this rate, the* xalue of lieuseM 
wfiich exislc'cl in llHfO (*stimatf*d aexording to the prevsent rate eiui l>c 

taken a.s H-s, :f,(Kf,<)(K), and of the houses existing now' us Its. 5 lakhs. 

There is thus an addition of 2 lakhs of rupees under tins head. 

Itvm 7. " Far/n/f/zc' and lU-^seh. 

Except some c*ots, benches, boxes and shelves, there was no furniture 
wortli the name m 1900. Tho number of coU, etc., has now very much 
increased. Alrnirahs, hooks, safes, chairs, tuhlos, clocks, watehes and 

every otlur furniture rc*cjiiirc»d for making life comfortalile C'lin also ho 

found in the h5use of well-to-do persons now. 

Borne vessels aie rcxniirod for ordinary and daily um*. Othenc am 

reciuiied for .special um*. In HXfO mud vessels xvere used frcH'ly in jvey 
house and they were also used to some extent on s(>eciul uceaMcms. One 
i^et of metallic; vessels can he collected from here and tiieie for any cjcca- 
sioiial use; silver vessels wore very rare. 

This was the exmdition of life in UKX). Hut now, even |K>or jiersons 
handle some metallic vessels in their daily life. Middle claHH<*H use mud 
vessels only to a very smalt extent and the rich have given them up 
entirely. Instead of one set, four to five sets c*ari be* had for s}*ociai 
CK'casions. There are very many silver vessel.s also. 

It will indeed Ik* puxasling to any careful student of cx-onomy to value 
these articles. Yet, 1 think it will he an under^tinrate if [ value the 
furniture and vessels used in 1900 at Rs. 5,000 and in use now at Rs. 25,000. 

There is thus on addition of Rs. 20,000 under this head. 

Item 8. — Jticeh. 

Only a rough estimate can he made of this also. The population of 
the village should ha e increased in a fieriod of 50 years. It was 3,500 
in 1921, It will now have incrreased to al>out 3.700 and would have been 
8,000 in 1900. Men have more or Jess given up tlie habit of using jewels. 
Women alone wear them now. The woman population of 1900 may ^ 
taken at 1,500 and of 1929 at 1,850. Ten per cent of them may he taken 
to be well-to-do and 90 per cent poor. In estimating t^ value of iew^ 
worn by them, two facts have to be remembered* 



This 16 ibe only kind of proi>oriy that a Hiiidii aoinan call owu and 
both JBinduisiu and biam enjoin cveiy woman to wear jeweb, however 
low the value may f>e. 

The average for the well-to-do in 1900 might lie ^ken at Ra. 250 a 
woman and of the j>oor ut Uh, .3. So, the value of jewels in 1900 might 
he valued at Rh. 45,000. Now, the average for the well-to-do can lie 
taken at Jls. 500 a woman and for the iwxir at Un. 10. The value of the 
jew'cb HOW' may lie taken at Ks. 1J0»000, The iucreohe under this head will 
he Rs. 65,000. In this ealeulalioit, women of the village who are married 
to husbands in other places and have thus lieeome outsiders, have l>ceii 
left out of aewunt. 

Item 9.— 

ill J9(Mi cash avuiiuhle in (he village might lic taken at Its. J,50,(MX). 
In 1929 it can lie estimated ut l(.s. 2, .50,000. 'Fhe iiu ica.se under this head 
IS Hs. 1,00,000. 

lfr>m 10. — I nduatrie^. 

Weaving cloth, imit-nmkiiig. pottery and making jaggery wei*c thriv- 
ing in the village. Theie ivere about 40 lamilics cngagiHl in them in IIKK) 
It may be taken that about 150 peixins w(‘re so employed. Taking their 
average iminne at Its. 100 per liead lor i» year their in'-ome in MKX) won!d 
have Ihh^ii Its. 15.000. But now, there an* only 20 such families ami tluy 
are engaged in them as they are unlit to do any other work. Tlicir income 
may Ik) taken at Bs. .50 jicr head per annum. 

The total annual income of 75 persons . will now be Its. 5,750. 

Under this head, there is thus a reduction of Bs. 11,250 a year. 

1 1 e ni 11 . — ( 'om m t n e , 

In IJMX), there were four fainilioH trading in Maluhar. And they 
were getting a total profit of Bs. 5.0(X) a year. Now there are only 
three families euriiiug aiMUit a proht oi Bs. l,r>()0 a veai*. 

There is thus a reduction of imome hy Bs. 5,500 a year. 

Jtein 12. — i.Uitttc and /t/icrp. 

There has hoen a deeroase in cuttle. Bnlls and lie-bufl’aloes r(Niinred 
for agricultural work cannot decrease. When the area of (ultivatiori 
iilcrease.s, they should also jirojKntionately juerwise. I'he extension of the 
area is found to Ih 3 16 j)er <ent in the village. The increase of such cattle 
jiiay be about 10 per cent. As the landholders Juive given up the liabit 
of cultivating their own lands, the cattle now found are not in good 
condition. 

Cows and she-hufFuloevS have decrea.sod, though the volume of milk 
(onsnmcHi has very niueli increased. Good stock is kept and they are 
fed much better. The calves are sturvcnl. So the supply of milk has 
inereased. The old habit of landholdei’s owning a heixl of old and young 
for securing a supply of farmyard manure ha.s lK*en disappearing from 
the time they gave up the cultivation of their own lands. 8o, the local 
pnaiuetion of calves for future use lias also deireased. 

As the local supply of farmyard manure is decreasing, the numl>er of 
sheep and goat is increasing. 

With these remarks an estimate can bo made as shown l>eIow : — 

In 19CX), the cattle for field work which were generally in good condi- 
tion could he estimated at 5<K) and they can he valued according to the 
present market rate at Rs. 17,500. 

In 1929, it will 1)6 about 580 and as they are not in good condition, 
they can be valued only at R«. 12,000. As the bulls working on the fields in 
1900 were good and strong, they w'ere generally used for trans]K>rt and 
travel also. Now they are not found fit for the purpose. 

in 1900, tliere were about 10 big bulls. In 1929, there are 60 big 
bulb for transport and travel. 

The increase b 40 big bulb valued at Rs. 4,000, 

Th# number oi cows and sbe-buffaloee b very much reduced. 



In 1000 it might have lieen alioui 500 ami now it hr itbout 150, Tha 

reduction k by S50, But it ha;^ been olwsierved aliOTo tliat the old variety 

was not good. The vaUic of I'eduction may be taken at Ua. 7,000, 

Bheep and goats would have l>ecn in 10<X) wWui 750, Now tliere are 

about 1,200. The inci-ease k 450 and they may Ih> valued at Ka. 5,150. 

So, the result is, Uiere k a nnl notion of Us. 5,J150 under this head. 

Ittm 13 — Carl$ ami timveifanetn . — In 1000, people a^ere gt^nerally using 
tlie trniisj>ort carts for travelling also. Now* spring handies are main- 
tained and used for travelling. The numiHn- of transixnt carts I'einnins 
the same. But tlio travelling liandies have iiicreasetl from 5 to 25. This 
increase of may ]>e value<l at Us. 2.50*). Then* is thus an addition of 
Us. 2, *500 under this item. 

Item 14 — T^fanehohls, — The nl>s<uUee laiidholderH had not l»een getting their 
legitimate incoino from their lamis. F'or some yours past, they have Ikhmi 
leasing out their lands for a fixed i-ent in cash for a term of years. Borne 
of the residents of this village are inking out leases of lands in other 
parts of the eount!*y. This system eommeiiwl in or al>out 18fH) and it it 
growing from year to year from a .small hoginning. The perwms who 
enjoyen such leases in VMM) wore making a net profit of about Kh. 5,000 
a year. Till a year back tbese lessees were earning a net profit of Ua. 12,000 
a year. For more than a year they have not ht*en inaVcing any profit at 
all. The market pricH? of every agricultural prodm^i has htHui affeciiHl hy 
the exchange policy of Government. If gold <iirr<*nry is adopted in this 
country, or if the rate of irxchange is made to adjust itself to the market 
value of silver to gold, then this loss of income will not liave heen hroiight 
about. The serious conse<|UeiuH' of this policy can Ik* easily gauged alien 
it is remembered that tlie annual rent paid hy these lessees oxc'CckIs Ra. 1 
lakh ©very year. Tf a similar Io.ss is caused 1)3’ act of God, the people will 
easily hear it with resignation But there <‘aniiot be any justifieiition 
for the Government of an agricultural cmintry to adopt any policy which 
will re<lu(*e their income in money value, espef'ially when money in required 
to purchase .si»veral articles of ne<M»s.sity from countries where they are 
valued in gold. By this policy the value of raw produces has Ikhui redms'd 
by alM)Ut 15 per cent. What is the fun of this elahorate enquir.v made 
with a view t<) make the condition of the agricullnrists hetter, when their 
income has Imoii rcHliuod by the Government by about 15 per c*ent» by a 
stroke of the i*en ? In this connection, 1 have to point out that 75 per 
f'eiit of the raw’ prcKliu'Cs have to f>e sold hy the* agriculturists to meet 
the cost of purchasing articles of necessity other than food. There is no 
Use in pursuing this point as it is not within the scope of this encpiiry. 
Nothing can he said now' aliout the* profit or loss that will accrue to the 
lessees as it lias liecome doiihtful hy the exchange policy of (Jovornment. 

Jfem 15 — Piihlir atul prnfrA^iotial nrrvlcrn . — In 1900, Die villagers in Dies© 
services were few and they were earning about Rs. 5.000 a yc*ar. Now in 
192V) the numlier of such [»crsons lias increas**d and all pni together c»arii 
alwHit Rs, 40.000 a veai , Fnder this head there* is an incrc'ose of 
Ra. 35,000 a .voar, 

Ji ca) 16 Othrr toh». — Tn 1900 the ineome w’as almost nil. Tn 1020 it is 

about Rs. 8.000 a year. 

Item )7-—In(lebtedne*M td the vlUmif now, — The net liahilities of the whole 
village may amount to ITs. 2.50,000 hoth sec'ured and unsecurcxl. For long- 
term loans at a reasonable rate of Intercast, mortgagee are exectited. Other 
loans are raised on proini>isory iiotcwi. Out of this total almut a third 
may lx? secured h.v morigage^s of immovable nro|>ertic«. Borne petty loans 
may he secured by pledge of jewels and vessels. 

The debts which cannot be discharged from income are eventually dis- 
charged by the sale of propertic*«. movable or immovable. A rough esti- 
mate of the sales raadi^ during the last thirty ymrn may in a wav show the 
indebtedness of Die village in 1900 and sorne debts rontraeied during the 
neriod. Tf Ui© iiak?^ made during the thirty yearn are examined, it will 
he found that a sum of Ra. 3.50.000 has lieen realised hy them. As the^ 
sales are found made from time to time and as the rate of interest in 
excess of the rate of ineome from land is ahout 6 per cent* the indebtedness 
pf Rs. 1.50,000 tek^n (oT IW pannot be an oret estimate, This seems 



to Ih> an oi tinditig cmt tlio ili<lobUHltioMi of a vilhige «t a parti- 

cular time, iltidcr the head of iiidehtcdficv»h there hah thus l>ee« an 
addition of ouc lakh of ru|ices. 


7. The prescMit financial condition of the village as compared with the 
condition in 19iK) may l>e briefly statoil as follows: — 

1. Permanent or capita! increase — 




RH. 

(1) Lunds 


4,45,000 

(2) Houses 


2,tK),000 

(d) Furniture and vessels 


20,000 

(4) Jewels 


as.iKio 

(5) (’ash 

... " 

1.00,000 

Hi) Carts and conveyances ... 

Total ... 

2.5!Kf 

8.32,500 


11 V crirmnonf or capiial decrease - 

RK. 

(1) Cattle r>,.ViO 

(2) Additional indohtedness l,rKI.<)(H) 

Total ... 


Bo, the net permanent or capital value of increase made by the village 
is about Its. 7,27.f)0() in round figure. 

We have next U> estimate the annual incojuo. 

In eKiiniating the rise or fall of the total annual income of the village 
besides the item specified above, the inconjc from the additions matle to 
lands and cash during the last thirty years and the interest on the incicase 
of indel>tedne.ss siiould he ascertained. 

The capital value of lands has increased by Rs. 4.45. 0(K). As it consists 
of wet. water-rate, well irrigation and dry laruls, the iru'omo may he taken 
at 44 per cent per annum and for casli at 9 per cent. 


7’lie annual inconu' from— 

ns 

(1) lainds 20. (MH) 

(2) Cash ... 9.0(K) 

(0) Servi(‘e ;r> ()00 

(4) M isf'eMamvnis joh^i ... ... ... . 8.000 

Total 72.000 

From thi.s total some re<luetions have to he madiv 

RS. 

fl) Industries ... ... ... ... -j] 0.50 

(2) Commereo ... ... ... .‘t.500 

(3) Interest or» il«b» ... ... ... 10 000 

ToUl 21,7,50 


The net annual income of the village has risen by about Rs. 47 000 in 
a period of thirty years. * * 

Tn this calculation I have left out the profit made from ]eas€M 3 as it 
hds liecome doubtful by the e:ccbange policy of Goverpm^nt. 



Ir 

8. The purposes for which kmn% are obtained eaiUlbe Jpnown in a way 
from the apocial items of mode by Uie vilIa|E^ii^' durinis the said 

period of thirty years. SucHb items are, hi-omlly sj>eiiking, — 


<]) Education 

Ha. 

1.50,000 

(2) Marringes 

1.2i>,000 

(3) Jew'cls 

65.(KK) 

(4) Land iinproveineiits 

OO.lKMl 

(5) lion see 

2.00.(KK) 

(0) Fiirnitui'c and vc'ssels 

20,(Hkl 

(7) f'harity and religion 


Litigation 

JWKfKk) 

(9) Funerals 

60, (KK) 

Total ... 7.5A.(H)(» 


9. The dolits ai*e generally duo to the landholders who are dealing in 

motley or jirnit^ioiiftl tmniey-leiiders living in the village oi ijutside and 
to indigenous hankei>i. The rates ol inieresi are generally ranging front 
71 p<»r cent to 12 t>ei cent per annum. The indigenous hanket's take a year 
to Ik' :160 days. Interest is calculated hy them on that basis wtih unnnnl 
resfj^. When offerinl for sale, the hinds are generally purcdtasc'd hy the 
other landhoUlei's or tenants of the village who find catsh to do so. It is 
only rarely that lands get into the po»M[^SHio^ of non-agriculturists. Out 
of the amounts realisisl hy several sales made in this village during the 
last tliirty years, only one per cs^iit has realised from a proressionul 

man. It cannot therefore lie said that lands have passcMl out fioin ilu* 
agriculturists U) other person.s. 

10. The increase in the net assets and annual income cannot ho oconev 
inicully satiHJactoiy unless the increase is found to he at a higher rate 
than the raU^ at winch the population inereases. It has Ikhui said already 
that the population has increnscnl hy 20 per cent in thitly years. A 
refeience to the statements made almve alM>ut tlu^ as-sets will show that*- - 

(1) the area of irrigated lands has inerea-sc^l hy idMiui 30 j»ei c'cun ; 

(2) the area of diy lands hy .50 per eeni ; 

(3) other as-scitvs show a net iiwron.se of ahout 00 per rent ; and 

(4) the annual income has more than douhled. 

11. The village 1 have taken for coiiHideration may not he a normal 
or an axcuage village. There may h<» villagcac show'ing a raU^ of progrc’SH 
more fuvourahle than the one taken up. The omission of such villages 
cannot lie a matter of conc'orn for a CoininitUw holding an enquiry with 
a view to give? relief to the financially distressed farmers. There are Komo 
villages whicli have, or api>ear to have, deicuioraicsl in courHC* of time. 
This deterioration will lie found to he real where* the people*, without any 
spirit of enterprise, stick to the vilhige and live* upon their patrimony. 
The people are inc*reasiiig by ahout 0 7 per cent a year witliout a propor- 
tionate increase in tlieir properti€*8 or in the tticoinc^ derived from thein. 
Tliere are some such villages. An "enquiry made alsuit their c*ondition 
may tell a different tale, f^mo other villages appear to he* deteriorating 
when they are not really so. The enterprising people?, without any spirit 
of patriotism or a fending of attacthnient have left the village al^gether 
and settled in iirlmri c*entres. If they have any projwrties in their nutirif^ 
villages, they usually sell them. Very many of fhem have been sucoesfifu* 
in life and all their Ravings arc invested in acquiring pro|>eriiefi in the 
centres of their adontiun. All their aectumidationH will thus l»e lost to their 
original villages and gained hy other c?entrea. In «uch villages, population 
may show a decrease and their condition will be found to be na detetriorai- 
ing ns that of the villages which are eharacterivod to la? really m. 

When it is known that even the ordinary comforts of life cannot lie 
generally eoromanded in the village parta, it will not at all he aurpriaing 
to find that the {>eopie there are so very ready and willing to leave tlieir 
rmagea and to settle in towns. 

In the village taken for consideration, the people are endowed not only 
with a spirit of enterprise, hut also with a feeling of patriotism. It can 
also he said that one can lead a tolerably eomfortahle rife there. 
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6. SMALL INDUSTRIES. 


I own a small sugarcane mill and am making gur from the juice. Every 
year about 15 acres of iny land are under cntim, I have experience of 
this industry for about 20 years now. The said mill is worked by an oil 
engine of 71 b.h.p. This industry gives work to the engine for about 
60 days in a year. This is only a secfondary work for it. The main work 
is to irrigate from a well an area of about 12 iures and to supplement the 
supply to an ayacnt tdosehy, when ne<*c‘ssary. Canes are crushed for others 
also and gur made for them for a rent amounting to Rs. .‘1-2-0 per hour 
for a day of 12 hours, the fuel being snpplicxl by the party. Thij!^ will 
only Im* 60 p<*r cent of the cost incurred in making gnr hy using fnills 
driven hy hu I lock-power. I have a fins engine of 14 li.h.p. iiistalle<l in 
another well for irrigating about 20 acri»s. An engine of 0 b.h.p. will 
be cjiiite enough. But 1 went in for a bigger one with an idea of run- 
ning a sui table cottage industry. With niv experience in one of tlie 
cottage industries, I shall consider (|ue.siion I (6). 

2. Some industries are named only to sene as illustrations. Succ<\ss 
of such industries depend on — 

(1) A gt»o<l and easy supply of raw produce. 

(2) A minimum outlay of capital. 
ill) A low rutf» of wages. 

(4) A ready market for sale. 

1. The raw' prcKliux^ should he growm locally, .so that tlie cost of carriage 
may be avoided jis far as j»o.s.sibl(‘. 

2. Every industry nsiuires sptviaf machines which may Ik* worked 
hy men or animals or hy engine-jiower. Even when migimvs are used, it 
is neoes.sary to emtdoy men also to attend to st‘veral didails of the industry 
concerned. There are some places where it will be found very mucli 
hetUu- to use engines for a cottage industry. 

3. In village parts there are certain stMXsons in whi(‘h the rnto of wages 
becomes high. Huch seasons should be avoided to gt‘t labour for a lower 
rate, 

4. Without u ready market for the articles made, tin* industry will lw» 
strangled U) death. 

Taking my own locality, tlu^e are some cro])s which can supply raw 
prodii<x?H to maintain .some cottage iudustrie.s sueee.s.sfully and tliese erop.s 
are 

(1) Paddy, (2) gingelly and (3) eoeonuts. 

These are Iwally produced. The total income of paddy derived by the 
villagers a.s melvaram and kudivaram amounts to 11,000 kolas, of which 
7,500 me nKpiired for local consumption and the remaining 3,500 are 
exported to other places. 

The annual yield .of gingelly comes to about 100 kotas and the c(X'oinit.s 
number about 35.000 ft year. 

There are .some other product's and mat(*i’ials found in the locality and 
I shall refer to them later on after dealing with the two specified above, 

3. Paddy is luilled for rico. Nearly 7,500 kotas are used for local 
nsumption. They are hulled hy women of the poorer classes. They 
earn a (xxdie in kind of at least 8 Madia.s measure.s (M.M.) of boiltHl rk‘o 
for every kota of paddy hulled by them for local consumption and it 
will l>e polished rico. Tne well-to-do people have their paddy hulled like 
this. They may he 10 i>er cent of the total i>opulation. If there is a 
rice will, 750 kotas of paddy can l>e hulled in it. Add to this, 3,500 kotas 
of paddy exported from the village ewery year. The total that will thus 
be iwailahlo for a rice mill will l)e 4,250 kotas of paddy. 

As for extracting oil from oil-«eeds and copra, it is done by men 
})elonging to a special class at an average rate of Rs. 2 for vine run of 
their cmintrj^ hulls. One-fourth of a kota of gingelly or copra of 2^ 
coconuts are worked in one run. The cakes produced are not fully dried. 
In this case, the question of depriving the poor of the scope of employ- 
ment does not arise as in rice mills, 
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It is How set^n tliot thofe is n good supply of raw pn>ducos for rilU- 
iiiiig two industries in the kK*ality. But they ean only he petty industries. 

Is it iK»ssihlo for the rii't) and oil pi-oductni in it Ui comtHvte w4tli the aaine 
produced in very hig inilhi where huaineaa is carried on aa a commercial 
concern P Under certain circumstances they can sui*ely do so. What are 
those circuiiiHtaiK'ivi r 

4, Our object is to exainiiio and suggest a way for iin[iroving the condi* 
tiiin of Uie agiicultural classes in ninii purls. JSoine nl Un'se parts in the 
Tiimeveliy district are fit for oxtending irrigations under wells. It has 
liee.li ali'eady said thut ruin is more uiutoniily distributiMl in all the four 
ugricuHnral M>aM>iis here than in any iiiher district. Wells are 1101*0 ami 
thci'i^ found with Muttici<*nt sjirings it> Ih> worketl hy power lifts. If thei*e 
IS u well with an engine instiilh>il for irrigation, it may niijiply us with the 
|Kiwer riHiuirtHl for cottage industries. If there is any otf-soiison for tlie 
engine, it can \ery protituhly 1 k» ustnl for ninniiig cottage industritvs. 

(Il When the engine is oi greater power tliaii is rtHpiiitnl for irriga^ 
lion, and 

(‘2> if there is in a rear a large nuinher (»f days of rainfall and il 

siu‘h days are not continuous, there is sure to l»c an oH-season for the 

engine. 

My gas engine ol 11 h.li.p. lias work for -I to 5 hours a day on working 
days. On an average, there are II tlays of rainfall in the district, in 

our phne it will lie about 45 days. And the rainfall in tln^e days niaiiiUiin 
the erui*s under the well for ahont 1-"K) ilays in a year. During those 
days the engine lias no work for irrigation. And for the remaining 215 
days there is no work for ahout 4 to 5 hours a day. Making ufiowatice 
hii* tlic numlK'i' of holidays, the total nninlMO' of hours when the engine 

!ia.s no work lelating u» iri'igaii<»n may e«niie to hours in a year, 

and in all those hours tlie engine can he u«e<l for eoliage industrio«. 

For all the raw pro<luees availahle Ua'allv, tin* hours of work ivipiireil 

oi an engine of I I h.h.p. like mine may he estimated to h«> 1 ,5t)<). 

The lapital rtHjuiieiJ to start a mill for rice or oil, weirked hy an 

engine of the tyin* ahove^aid will lie aUmt Ihs. 12, (KK). Without thiK 
initial cost, the industry can he run hy puymc'iit of rent which will cover 
llie working expeiisi’s al-.o. In the of gnr making, we found tin* 

.saving to 1 h' 40, per emit. What 1 ill he the rate of jirolit in tlie two 
industries of milling rice and oil if tin* paid is Hs. 1 per lioiir,^ 

5. A woman nmlertakiv, to i‘c*inrn half a kota of tinpolisln*d hoiled riee 

il .she is paid one rupee’ as coolie. She is mititUsI to retain the cxeesH 
lice, if any, and other hye-prodiietJi. 'tlie yield of rough rice* measurcMH 

frcjin 51 to (Ml per emit of the paddy according to its variety. Taking the 

average to he about 57 per emit, sin* will lie getting ahont 04 Madias measures 
of rice |H‘r kota and slic' delivers 50 Madras measures of rico to tin* tiicTehanl, 

It is thus seen that the woman gets ahont 8 Madras iiitmsiin‘s of unpolished 
riee and the hye-p rod nets both of which may he valiKHl at Us. 2. 4 his 

with the coolie of rupee one makes the cost of linlling one kota of jiaddy 
to lie Us. 3. Unt she takers the paddy from the house of ilie ow'iier and 
delivers rice tin're. 'I'he measurer of paddy is paid his w^ages hy the wonmn, 
Oi; this m-count a .sum of four arinies may Im dixliieted from a kota. Ho, tlie 
net cost of hulling one kota of paddy comes to Us. 2-12-0. For all the 4,25UJ 
kota.s. it will he uhout Us. 11,700. ^ 

In the oil indnsiry, il has fK*en said that Us. 2 sliuutd he paid for one 
run in a c-onntry mill including the cost of jaggery rts|uirml lor it. For 
100 kolas of gingelly and .*15,000 coconuts, 510 runs are rocpiired. At tlm 
rate of U^. 2 |H;r run the tcjtwl cewt tsmois to U». 1,080. Here also there 
arc no transport charges. So the net cost may 1x5 taken to Iks Its. 1,000. 

Thus, the total 1 ’st for milling, according to Uie present mothoda, of 
local paddy and oil seeds and nuts will amount to alxiut ll». 12,700. But 
by milling the same in a mill worked by power for rent at a rate of Hs. 4 
fjer hour, the total c?ost will he almut Rs. 6,000. There will thus be a 
saving of Hs. 6.700 a year securcnl for ill© agriculturists without any outlay 
of capital for building a mill house and cfiuipping it. Moreover, every 



uidttitry litM rU own (Ksanion, Tbe o^tahlitihmoui cKarget* and mtcrebi oU 
ibe c^{Htul are eating u|i during the istaek fi^ea^in a very large portion 
of the proHt earned by mil Ik whieli are OKtabliidied i>oiely for the purpobo 
of rtinntng the induatriee. Theee iienia do not affect the industry imen 
it i« only a Rocondary work for the engine. 

There are in the village some lands under groundnuts and castor seeds. 
Hut the production is ver>‘ small and it may give work to the engine only 
for a few hout^. 

8un hemp is groa^ii in stuff 1 1 ph>ts. They have not yet been a'orked out 
into gunny bugs in any power-driv<fn titill as jute. 

There? are a few ucrcts iiiidei CainlKKlia cx)tton in this village. Hut 
in adjac^ent villages, it is grown largely. As the produce finds a ready 
sale in the spinning mills at Ptipanasam, tiiere seems to lie no net'essity 
to open a ginning mill in these parts. 

Aloes are not grown as a crop. They are grown to serve as fencing. A 
very small C|uantity of fibre is comlM^ out from them and used in making 
kora mats. 

It is only the tender palmyras that yield fibre for making brushes. 
Once in thiw oi four years Uie saiiie palmyras are yielding such fibre. 
8o, no icK*ality yields enough to think of an imlustry in that line. 

A gootl stock of cows and she-buff aloes are ownetl by shepherds and 
others, >No one has a sullicierit number to carry on dairy farming as a 
business concern. 

Korui graas is a w ild growth in the swamps near the hills. The industry 
of maUinaking from it is done by some persons. The workmen are generally 
iKioi*. It is growing mostly in porainbokes. It is leased out every year 
(»y Government for a very low rent. A speculator takes the lea.se, pays a 
low wage to the workman, earns a very large profit and becomes rich 
in coursi? of time. The workmen eain only a living wage. 

Jaggery i.s ^irodtued l>y ta|)peis. They have woik onlv for six montlis 
in the year, for the other six months fliey bonow and live. The dealers 
in jaggery make advances agaiii.st future sale,s. Hy this system the pmu* 
tappers loose about *10 per (“ent of the market price. 

The biKt two indu.stries, if run on a co-operative basis, are sure to 

improve the condition of the poor persons engaged in them. 

0. When an enquiry was made to find out whether there was any 
ac*opo for giving employment to the agricultural classes in their off-seasons, 
1 prepared a inemornaduin on the subject thougli there no occasion 

to use it. I shall .stmd a typinl copy of it in about a week to be taken as 

enclosure A* to this statement. Tnerein 1 point a way to enable farmers 
to find additional work in their own bu.sine.ss and to live a more 
caiafortublo life by earning nmre. 

7. 1 have siiggesUxl that small iiu1iistrie.s can l>o run at a low cost, 

if the work is done l»v an engine installed for irrigational jiiirposc's. If 
the suggc?stion is coiisinored gotni, then it may Ik? started in two ways. 

(1) A comiiany may be formed of local residents to run the industries, 

(2) the owner of the engine may offer to run them. 

Of these two Avays, the seetmd is alway.s tnadvisalde as the amount 

required for running them to the fullest iKxisible extent will be too large 
to Ik? commanded by a single villager. So a comj>any will lie the l>etter 
agency to do tlio business. When such a company is formed, it may Ik? 
assisted by Governmeiit under the State Aid to Industries Act. As for 

the 4 ltfnount required 1 shall deal w’ith it after discussing question 6-A. 

1 — There is a big spinning mill vei-y near this locality. Power 

looms can also lx? profitahly worked by the engine. Tli© yarns produc*ed 
in the said mill are used by the !cK*al weavers and rough ciotln are made 
which have a local market and are sent to other districts. 'I'his may i-evive 
the weaving industry and restore it to its original eonclition. 


* Vide pagee 849-^ ia/ra. 



Ill the locality under r<uisidoration aiv avitilalde to Ikmio 

Hioai m manui'o. They can al«k> crindiiHl t»y the engine. 

It i» now been tliui lour intiiiatric&i; can he »tttrtv<l with Uic lwd|i ol the 
power iiupplieil hv the engines working at wells — 

(1) Milling rk%\ 

<2) nulling oil, 

(8) |>oa*er loom weaving, a»»d 

(4) preparing lw>iie moal. 

Transactions for one year may go U|» to a tcMal of Us. 80,000. A fiuirth 
of tins may Ik* rtM^uirtni as a floating ciipiial. Cioveniment may have to 
lend Ks. 2().000 for these industries under the said Act. 

0. As the loialitv Ls very near the hills, it has iieeessitaUxl the forma- 
tion of several siiiafl iaiiks which are usually leased out for tiMlieries every 
year. In some of them wau»r has to Ih> drained out tti get the hsh for 

Mile. This system is nhjwtionahle in two ways-’ 

(1) It works prejiidicially against the interests of the ayacutdars by 
the wastage of water ; and 

(2) it mluci^s the natural multiplication of fish in the tanks. A 

trial may l»e made in some of the tanks under the supervision of the 

Department of Fislienes to .sih) if the industry cannot Iw run on a com- 
mercial basis. The tanks, that do not geiicralfy dry up, have a total 
waterspreail area of acres. If smh an attempt is made and found 

suc^e.s^ful. tin* rents may increase in course' of time and moro funds will 
\w made uvadahle for the general improvements ot the villages concerned. 



Kndosarc A. 


I’hi.H inquiry i» started witli u view to timl out u suitable oceupatioii 
as a Hulibidiary industry tor the agriculturists so as to eiiutdc them to oaru 
money during slack seasons. Jt is presumed that — 

* (1) The agriculturists hud no eiuployineiit during some periods pi the 

year and 

They are willing to work if there is a demand for it. 

(a) Jt is therefore nw-essary to exaiuine those two statements of 
fact to start with. We have to c*onsider the nature of the work done by 
tlie ryots in general. In dealing with it, we have to take that the family 
of an agriculturist consists of four members, of whom two are adults and 
two youngsters. So the unit of labour done by a ryot is the quantum of 
work done l)y all the four. The agricultural work is not possilde without 
bulls and they have to t»e tended. In addition to the supjily of dung made 
tiy tlio bulls during nights, pickings of dung are also made from the 
grazing and other grounds in liaskcts and are stored in snitable plact^s. 
Over and above this farm yard manure, green rnannre has also to t>e col- 
Iwted from jiublic and jirivute lands. Tlie works enumerated above are 
done outside the fields and the remaining work is done on them. 

(h) It will not la* out of plac*!? here to examine what is meant by 
emidoyment and unemployment. An agitation is made about the question 
foi* some years now with sucli veliemenee and force that shakes this sjibere 
here, tliere and c^very where. It i.s an nnquestionable law of nature that 
none of the living beings can remain without work of some kind, physical, 
inontul or intellectual, and that every being that works requires rest for 
a healthy growth. Animals have to work for the whole day in soc'king 
their daily fcxKl and take ix?st all tlie night. Itut man is endowed witli 
intelligenee and, dietate<l by his prudence, he is able to stock liis refjuirenients 
for the future and thus creates a period of rest. Some men find themselves 
in a position to enjoy rest alway.s but many are not so favoured. As all 
of them are endowed with inUdlect and are capable of making inovisions 
for tlie future, they cannot he naturally oxj)ectetl to work like brutes all 
tliruugh the day to earn their daily food. A limitation bus to he placed 
on the period of work in Ins ease. What is the standard!' 

(r) liy the law’ of nature every man has to he employed in some 

way. Jt is miserably painful for him to remain quiet. Even a zumindar 
who inlieritvS an irnjnvrtiliU) and inalienable estate and can thiis afford to 
1 k^ always at rest, lias to ho working like a watch dog to see that his 
estate does not deteriorate. JfJo has to work for about four hours a day 
in checking, .supervising and controlling. As for the other hours, he creates 
a pastime. He is seen to .spend them in several ways. Jtut you see hlfti 
sloi'ping for at least seven hoiir.s a day. It may l>e said that a man requires 
absolute rest by way of sleep. Looking at the huv of animal life, it may 
he siateil that a man can spend seven hours a day in physical work. A 
ryot^s JalHiur wo liavo to consider as Jiis physical work. So, seven houi*s’ 
work a day may lie taken as the standard for an agriculturist. But the 
nature of his work requires him to lalmur for more or Joss during pai*ti- 

rular seasons. 8o the average can Ik* taken to he seven hours a day. His 

remuneration should l>e such as to enahle liiin to feed him well for the day 
anti save something for the off days and the future. Again, the ryot may 1)0 
sick for some days, and allow'aiu'e should lie made for such days also. 
Every nationality recognizes such offnlays. The Oiri.stiaii.s have a day and 
a half for a week and the Hindus two ami a half days in a fortnight with 
^ine hours on tlie 8th and L‘fth days. Over and above these off days and 
liours, there are some days of feasts and festivities. At the rate of six off 
days a month, the working days in a year come to about 290. Out of this 
deduct 30 days for fairs, festivals, ill-health, etc., the net working da 3 r 8 
in a year are about 260. The standard can thus he taken to be 260 days 
of work in a year with seven hours a day. This is the normal supply of 
labour. 
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2. I now propose to consider the demand for lai>otir« It dependa on 
the nature of the soil and tlie conditions of water-supply. They differ 
from place to place in this Pi^ideney and there is no uniformity in the 
agricultural o|>erations pursued, and the quantum of work required to be 
done differs from place to plat'e. 

(1) Tlie hig deltaic tracts of the rivers, Cauverj’, Krishna, Godavari^ 
etc., form one sea of wt^t lamls tit only for net <*«ltivation. They are eithei* 
single or douhle cn»p areas. Thore are no dry lands worth mention within 
€*iisy reiuh of the villagers in deltas. * 

(2^ Therv aie some Hinaller deltas as that of the Tamhraparni where 
the wet areas irrigatetl hy it form a nnrmw strip running parallel to the 
fonrsc' of the river. They are either single or douliie croji areas, Then* are 
nlm> other ayacuts and <lrv lands on either sitle of the river lying Imyond 
tlie deltas l>ut within tnisy reach of the deltaic ryots. 

(o) The lands in this area lying lM»yond the dell as are undulttte<l 
and tanks are itmnd there which are ftnl hy rain, or hy the trilnitaries of 
the main river. The lands under the rain-fed tanks are single ci;op lands 
and those under the tanks led hy the tributaries are mainly single cnqi 
areas. 

(.T) The areas wluue there are no streams and where the lamlw are 
uneven contain raiiufed tank^. The lands under them are single crop 
lamls. • 

(4) In some of the ureas covered hy (2) in) and (.i) above, good springs 
are avni fable and in sin h areas, wells are sunk ti) supplement the tank Kin»ply 
and to irrigate a good exttuil of lamls, whermn iniscellaneous (Tops an* 
raised. 

(0) There are some tracts whi(‘h are plains of a uniform level with 
very litth' sc<»pe for the formation of tanks, as are found in the (Vded 
Districts and in the <'asl<*rn (smst of the? Presidency. 

in) If tiu* s<»il lu*rc is hla< k (xdton soil then tIuTe are no springs 

found and the crops raised there dejiend for their gixiwth cm rain and 

rain alone. 

(h) If tlie areas Imus’ are sandy, they command gooil springs and 
very many [catches of soil are found cultivated undcT wells. 

It is sluivvu that the soil and the loeal conditions diffcT from phme to 
place in tlie Prcsidcao v and tin* cpiuntiim cef work done in ngnculturnl 

operations vaiic^*' with localiti(?s. Hut in this district of Tinnevelly all 
these di<fc*ren((%s exist to siuh a mark(*d degriM* as to make Dr, y<Mcrker 

exclaim 70 years hack, that this district is a miniature of the whole Pn*«i- 
deiH*v. It (‘ontains the deltaic and sandy tracts and the r<*d and black 
cotton Hoils. And so, if the iiu^uiry now undertakem \h first made in ihiH 
district fully and earnestly then the labour of the officc.T is hurv to he made 
so much easier in other districts. 

d. In this district there are: — 

(1) The delta of the Tamhraparni with the nyacuts undcT the rain-fed 
and rivei-ted tanks and areas of dry lands witliin easy n^och (cf the deltaic' 
ryots. The wells in this aiea arc* very few’ and they do not deserve any 
notice*. This delta runs tlirough the taliikH of fl) Amhasarnudrain, (2) 
Tinnevelly, (d) Srivaikuntarn and (4) Trichemdur. 

(2) Tracts irrigaUsI hy important minor rivers flowing into the 
Tatnhraparni such as Clrittiir, Ghatana. Manimiithur, eU*., and by thoir 
Irilnitariesi and also hy small streams flowing into it direct, as Piwdiayar, 
Korayar, et<*. In tUesne tracts Iheie are ulsi wcveral rain-fed tanks and a 
lai'ge area of dry lands. There are some wells in these parts serving 
supplemental or direct sources of irrigation. These are found in Tinikosi, 
Amnasamudram, Xangur ri and Srivaikuntani taluks. 

(.d) The areas under rain-fed tanks surrounded by or interspemed 
with dty lands:— These are found in almost all parts of the distrh't. Bui 
it has io l>e olw*ervo<l that there are very many wells with gor>d springs in 
Hatikarankoil and Nanguneri taluks irrigating large areas of dry and w«i 
lands. 
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(4) VaKi Atom of dry lands depending cm rain alone for the growth 
of crom raised on them : — ^The iocahty is not lit for the formation of tanks 
and there are no good springs to sink wells. These are found mainly in 
Koilpatti and Brivaikurttam taluks. 

(6) Sandy tracts with good springs are found in Nanguneri and 
Trichendur taluks. 

This is only a rongh classification, yet it will he found to serve the 
enquiry into the question of demand for lalmur and of increasing such 
demiiiid aliere there is a s*ca|>e for it. 

4. (1) Ah 1 am living in Ambasainiidram taluk, 1 shall confine my 
attention to the areas not<»d in clauses (1) and (2) almve. The aieas noted in 
clause (1) are within eany reach of the deltaic villages. Almpst all the 
lands in the* delta are double crop wet lands. Hut only 85 i>er cent of the 
whole area is cultivated in kar. Under the tanks fed bv the tributaries and 
rain, only a small aiea is double crop and this need not l>o takc^tt into 
acc'ount in this disemssion. 

(a) The areas irrigated by important minor rivers and their trihiitaries 
are also double crop lands. But as the sources are of the first, s€K*ond and 
third < lassos, the average of the kar area can only l»e 60 i>er cent of tlio 
total ayacut. 

(b) The whole area ol the %yacut registered os ’wet whether river-fed 
or rain-fed is uniformly ciiltivatiHl in pisanam. 

There are c<»rtain agricultural habits of the ryots which are based on 
very long experience? and they have to l>o rcK*ognized hv us ir, estimating 
the demand and supply of lahour. 

(a) Tn the delta irrigated by the Tnmbraparni, a variety of paddy 
called * Sarnhtt ’ in kar and a variety known as ‘ Anaikomhan * in pisanam 
ar€» uniformly growui except in parts near the hills. This habit of the ryots 
H€?ems to he justified. Kar is the season of the south-west monsoon begin- 
ning with June and ending with September. So water is available for 
four months alone. Tt is therefoi'e nec'cssary for the r>mts to raise that 
variety which does not have a duration for more than four months. When 
four months’ supply is ensurc»d as it is under the Tambraparni system, 
samba is best to grow there. There are some varieties of shorter duration 
than four monfh.s such as ‘ Puluthiperatti,’ * Thnyynmalli.’ etc. But a.s 
they yield only 70 per cerjt of the saiidm and as their price is less by 
about 10 per cent, no ryot can Ik* expected to grow them when the supply 
IS ensurwi for four months. For pisanam, the variety of anaikcunbaii is 
raistxl. Pisanam runs for five months from October to February. Though 
the north-c*ast inonscmn is said to begin in October and end with Decemlwr, 
yet thei*e is rain in January and February. Moreover, one out of the 
five and a half months of life is spent on the seed bod in September. This 
variety is cH>nsidered to Ik* the most delicious table ric« and it commands 
a good price. So there is reason for this habit also. And ns a rule samba 
IS raiscKl in kar and anaikomhan in pisanam in the deltaic plains. Ihis 
makes it necessary that the crops should be raised and harv’ested at one 
and the same time throughout the area. 

(h) It has Ik'cu said that this habit does not prevail in the parts 
near the hills. The ups and downs found there and the high wind blowing 
there make some of the laiid.s unfit for raising ^ samba ’ or * anaikoinban. ' 
High wind damages samba and stagnation of w'ater anaikomhan. So 
different varieties are grown with longer or shorter duration. This nec^es- 
sity gives gi'*eater scope for employment os the ryot is not pressed to raise 
crops at one and the same time. 

(r) Tn the areas irrigated by tanks supplied hv tributaries and rain 
and lying wdthin eiisy distance from the deltaic villages, the ryots find 
similar scope for employment after their work in the delta is oVer. As 
the tanks have a precarious supply, shorter varieties than anaikomhan as 
Karthigai samba, etc., ai*e raised. These crops are of four months' 
duration, 

(d) There are only the dry lands near the deltaic villages and away 
from the hills that have to be considered. Tt is indeed regrettable that 
the extent of these lands under cultivation is decreasing from year to year. 
This may be due to the indifference or incapacity of ryots. Tf it is 
indifference, it should be ignored. But, if it is incapacity it is our duty 
to make them capable. Anyway, the growing decrease should not deter us 
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fmm disousB^ng tbo Some of tlic ureas in theoe lands irro fit for 

raising samai, castor taeds, ©to. Preparation tA these ar^as for 

dry crops and raising or hanrosting tlicni cannot at all interfere witlir|tihe 
ryota’ work in the wet lands. 

(e) Tlie lands fed hy the important minor rivers and their trihutaries 
and hy other streams, aie almost all of them found in the taluk of Ainhf|; 
samudrarn near the hills. The rtnnarks made al>out the Tamhrnparnj, 
delta near the hills in (b) almve apply to these parts also. i 

if) Tt has lK>en stated that there are very few a’olls in the 
under consideration and the labour involviHl is so insignificant that it need 
not l»e taken into ac'count. I idiall refer to the subject arhen dealing with 
the question of providing lalmur to the unemployed. 

(3> It is now »e<*n that in Uie deltaic idains of the Tamharapanu, the 
agricultural operations generally pursuetl hy the ryots coAslst of — 

I"** (o) raising of snmha on wet lands in karj 

ili) raising of anaikomhan on wet lands in pisanam ; 

(r> raising of shorter varieties of paddy in pisanam on non* 
deltaic wet lands and ^ 

ill) raising of 'other ccre.als and oil sot^ds on di*>" lands. 

M’ith samha and anaikomhan. other varieties of paddy a»*e mKo grown 
hills and in tlie niejis irrigatisl by the minor rivers and streams with the 
n ndorrnen t ioned mod i ficai ions . 

With samha and anikoinban, other varietim of paddy are also grown 
in kar and pisanam. 

5. Having noted in short, the nature of the work done from year to 
year by a ryot in Andiasamudram taluk. T .shall prore<nl to oscerinin the 
volume of work that has to ho ordinarily done hy him in a year. It haa 
l>een already said llmt ilu‘re are Iw'o adults and two youngstora in tho 
tninily of a tenant. The uork dime hy all of iliem lias to :k> consiflered as 
a whole in f^stimating the supply of labour. Tt has also he<m said that no 
agricultural operation is possible without hullH. So every ryot may be ' 
taken to have a pair of hulls to work with the mem!)era of hia family. 

(a) There are two processes of raising samha or other paddy in kar 

(1) by sowing and 

(2) hy transplantation. 

In pisanam the pnKws generally followed for every kind of paddy is tran«* 
plantation. 

(b) The unit of the area that can he efliciently cuUivate<l with one 
pair of l)ulls hy one tenant with the inemla»rs of his family is one kotn ^ 
e()iial to T62 a4*res. The unit of dry land i.s one sangili cMjual to 
.*^'(14 acrcH. It may Ik* taken that one tenant cultivates one kota for kaf 
and one for pi.sanam with one sangili of drv land in a vear. On this basis, 

I shall examine tho demand and supply of Ial>ou*-. 


0. In kar, samha is raised hy sowing or transplantation. 

((f) If the pvocesH of sowing is adopted, then 

(1) The land is x>lo«ched seven times at len.st not from day to day 

but off and on. With one pair of bulls only a third ^f a kola can he 

pioiighe<l a day. 8o. 21 days are rcyjiiired for fdoughing one lota of land. 

This ta tc,s one to work for 21 days. 

(2) ShtM^p are penned on the field for tWo nights. Tlie rvot haii 

w'ork for two daj'S. 

(3) On© has to work at the ridges of the field for four days to spade 
out the overgrowth there and repair them. 

.1 . (4) Manure h to ho cartod or taken on head to the fields from 
Hie pit. One kota shcjuld have 42 cartloads. At the rate of four trips a 
^y. the ryot hm to work for ten days and hm to he assisted hy ancythef 
for loading the manure and for cheering up the tiny hulls on the ruMed 
track, ho, two persons have work for ten days eacA. 

(5) l>ress!ng the fields with m^^nure.— One hm work for four datl. 
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(6) One day i* required for one man for somung. 

(7) For nine days after sowing, levelling and clod cnisking have to 
be done by one man. 

(8) Three weeks after sowing, the held has to l>e watered. The first 
watering is important. It requires the ryot’s attention for a day. 

(9) There is the process of weeding. It has to lie done twice. Twenty- 
^ve persons are required for both together. 

(10) If there is no scarcity, there will only In? the harvesting which 
aequiros alxiut »35 persons from reaping to removing the procluce to the 
house. 

(11) If there is scarcity, the tyoi has to attend to watering for 

^ aliout five days as the period of scarcity is a month. There are six years 

of scarcity in a period of thirty. Bo the average is one. 

(12) In addition to the work notcnl above, and as a matter of neces- 

sity, the youngster of the family has to take out the hulls for grazing 
exa^pt on days when they arc at work, which may l>e taken to t>e roughly 
40 days. The agricultural operations l>cgin in April and end in B<»ptenif»er. 
8o kar work is done for six months. Deducting the said 40 days the 
youngster has work for 140 days, 

g (10) Grass is found to he luxuriant on the ridges for aliout two 

^ months before the harvest. It will make a good sui)ply of fo<lder and is 
collected once in three days as one headload. This gives work to one for 
20 days. 

It is thus seen that the volume of work <b>ne in kar, that is. from April 
to Beptcuiiher for raising .sainha on one kotn of wet land hy the process 
of sowing, is found to he equal to the work done l)y one in 28.1 days in full. 

(h) If transplantation is adopted in kar, then the work may l»e 
summarieod os follows: — 

(I) Five ploughings rcquii'o 15 persons. 

^ (2) Working at the ridges 4. 

(.3) Three levellings ro(|uire .3. 

(4) Removing farmyard manure and dressing 21. 

(5) For collecting 42 headloads of green manure and taking them to 
the fields rtxiuire 42 persons. 

(6) For cutting, spreading and pre.ssing the green manure into the 
fields 4. 

(7) Repairing the seed bed, ploughing, manuring, ridging, levelling, 
sowing and weeding, all require 8. 

t (8) For collecting the seedlings, taking them to the fields and 

transplanting them there 30. 

(9) For weeding twice 25. 

(10) For harvesting and removing the produce to the house .35. 

(II) For watering during scarcity one. 

(12) For tending cattle when without work 140. 

(13) For cutting gra.ss growing on the ridges for balder 20. 

It is now seen that hy adopting tran.splantation, the volume of work 
done in kar re<purea 351 persons. It had been shown that the prtK*e.ss of 
sowing requires 283 persons. Bo the total is ^34. But 85 per cent of the 
l^total area alone is cultivated in kar. So the actual nuinlyer required may 
4bo roughly taken to be ^553. This gives an average of 277 days for four 
ineinhei'S. Each meml)er is thus found to have work for 70 days in kar. 

(r) In pisanam, the proc'css of tran.splantation is, as a rule, adopted 
ana nnaikomban alone is uniformly raised. The work of transplantation 
in pisanam is less than in kar. Excluding the business of tending bulls 
cutting grass for them, the quantum of work done then will be enough 
^|or a single labourer for 156 days. 

^ (1) The bulls have to work on dry lands as shown below and they 

have to be tended for about 100 days. 

^ - (2) As the duration of crops is longer, grass can be cut bir tlireq 

llmnths, It will give work for 30 days. 
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The ioiiii for traiuspluiilatimi procoti^ in pinuiuuu U 286. So oncli of itio 
four membora will find work for 72 days. 

(d) Then? are other ayueut^ under tanks, rain*fed or fed by tribuinrioa, 
within easy reach of deltaic ryots in the plains. These are aingki eitjp wot 
lauds. The area of the?»o ayacuts iiuiy Ik? roughly taken to Iw a fourth of 
the deltaic area. A ryot fiiuiii aiuple lime to raise shorter varieties 
paddy tiiere when he finds no work in the delta in pisanaiu. Hero also 
trunaplantation is adoptcnl. As ihe area is taken to Iw a fourth of tbo 
deltaic area, the quantum of work done may roughly In? taken at a fourth* 
It w^ill work out 72 days for the four meiuliers. Bo each will find work 
foi 18 days. 

It has also Itecm said that samai or gingetiy is raisini on dry lands and 
the unit for one tenant with one pair of bulls is one sangiVi, equal to 
30*1 acres. 

(1) 1 shall first lonsider the cultivation of gingelly. 

The wliole urea is idouglietl seven times and it rw|uiri>s 


45 iRTsoiis ... ... ... ... ... ... ... 45 

Sowing ... ... ... ... ... ... ... 1 

Weeiling ... ... ... ... ... ... ... 4 

Harvesting ... ... ... ... ... ... 24 

Total ... 74 


(2) .\s for saiiuii. it is said to riMjuire about (M) pernons. 

So the total is 131 ami the average is 07 and each of the four nuunberH 
will find work for* .seveiiteeu days, 'flic aggregate value of work done in 
pisanaru I nun (h tolu'r onwards, gives employineut to each of the four 
iueiid)ers of the tenant’s family for 107 days. 

The amount given ul)ove may Ik' coirsideitHl U) exhaust the work done 
hy a ryot in the deltaic plaiiiH of the Tand>ruparni as a rule from year to 
yeai. Eacfi of the four inond»ers of a ryot’s family fiipls, as it is, work for 
7fl days in k’ar and 107 da^s in pisanum, that is, for 177 days in a year 
of 200 working days. 

7. Having considered the quantum of work on the deltaic plains, 1 shall 
take lip the lands near the hills, under the 'raiuhraparni irngutioii. All ihe 
huuis there are not fit for samha in kar and anaikomhan in pisanuin. Kueh 
area may he taken to fie a third of the whole. Other varieties are giow'ii 
on this third. The work done on it can he attenderi to hy a ryot when he 
has no work on ihe other tw'o-thir<ls. So each ryot will find himself aide to 
cultivate one kotu and a half of land both in kur and pisariain. instead 
of 142 days of work on the nanja as his brother ryot fiiula in the plaina, 

a ryot of the hillside will find work for 213 days in the cultivation of nanja ' 
lands. As in the deltaic plains there arc other ayacuts close hy and dry 
lands near the delta on the hill side. As there, hero also the ryot will find 
work for days in a year. Adding up all the day^f of work in a your, it 
cun lie said that a ryot living irear the hills has work for 248 days in a 
year of 261) working days. 

8. The lands fed hy the iiiijiortant minor rivers and streams in Amlnv* 
samudrani taluk have next to l>e considered. Altiiosi all ibis area is found 
near the hills except the tail-end lands close to the deltaic plains which 
have iHsen c*onsider^ along with the said plains. The area of kar culti- 
vation is taken to f>e 60 j»er cent of the whole. So in kar a ryot will find 
work for 72 days. He ivill have work for 108 days in ptsanam as on the 
hill side of the delta. He has thus to W'ork on uanjas for about 180 
days. With bis work for 3o days on the rain-fed nanjas and punja^y be will 
find work for 215 days in a year of 260 working days. 

9. On the suppositiom that 

(1) Every ryot can work for aoven hours a day. 

(2) There are 260 days of work in a year. 

(3) He is wilting to work so^ if and wtien, work is available. 

fi) There are four members in a ryot’s family and a pair of bttUiii. 
for &opplytu{( labour. ' 
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(5) The unit of the area that can be efficieniJy cultivated with auch 
supply is one kota of nanja for kar and oiio for pisanam and one saiigili 
of punja if a tiino limit is iiupoised by local conditions; and 

(6) This unit is found increased if there is no such time limit. 

In the taluk of Ambasamudram — 

(1) A ryot in tho deltaic plains is without work for 83 days in 
% year, 

(2) one near tho hillside of tbe delta is so for 12 days only, and 

(3) one on tho banks of the minor rivers is so for 4o days. 

^ In saying thk, the w'ork demanded by well irrigation is not taken 
into account as the total area under the wells is only 4 per cent of the 
total ayacut. (Stn? table JX, Volume 2, 'rmnevelly Uistnet Gazetteer.) 

10, It is for the purpose of hnding out suitable industries other than 
agriculture to give work to tho ryot during these days of unemployment 
tUat ttiis enquiry is started, li it is possible to find a scope lor iiicicuMiig 

^ihe demand for ugricuiturul labour, jt .should be lulmittinl that it aoula 
fK* the best W'tiy U) help him instead of driving him to any unknown held 
of W'ork. Tho questions to he considered art — 

(1) Whether there is any such scoiie, and 

(2) if there is, whctlier the ryots will ho ready and willing to make 
use of it. 

As for the second question, I have only to refer to tlie remarks of 

Mr. J. li. J^miungton, mudo more than 30 years ago about tho ryots of this 

district in general. 

“There is one feature about all tlio inigation sclienies in this 

district. . . and that is the extraoi dinary enterprise of the people. 

Uniy provide w^ater and people will do tho rest.'' 

So there cannot Im any reason to doubt tlie willingiioss of the ryots 
to work, if there is a deniund treated for it. The next question is 

w'hether there is any scope for increasing the demands for agricultural 
labour in tho taluk of Aiubasaiiuidram. In wiial way can the demand 

bo incroasodP The remarks quoted above answer to it in clear terims. 
“Only provide water and the people will do the rest". I’hirty years 
back, tho lift irrigation from underground springs was not familiar 

and its possibilities wore not fully ajqueciatcd eiUier iiy the ^>e;>[)le or 
;; by the officers. So the remarks refer to scliomos which supply w ater fiy 
gravitation alone. Without going into the question of such schemes and 
their jiossibilities now, 1 shall coniine my attention to the lift irrigation 
alone and its possibilities in Ambasamudrum taluk. 

11. Ordinarily we find that wells are sunk for irrigation and each 
well has a small area to irrigate either os an independent or as a sup- 
ploinentary source. They get their sujqilies either from under-cuiTeiits 

-or from surface springs. Geiierally the wells in these parts get their 
supply from surface springs. If a well is situated in an ayacut, it 
gets the springs not only from tho rain water getting into the soil of the 
" adjacent lands but also from the water that is feeing them from the 
soui'ce of irrigation, whereas u well on a dry land gets its raj>piy Ironi 
rain alone. With this difference in the supply to the w-ells irrigation from 
wells has to be considered. Let us first take the wells on tho dry laiicls which 
depend for their supply on rain alone. To see wdiat the supply is, the 
nature of tho rainfall has to be examined in the locality concerned. Meteoro- 
logically there are four seasons in a year — 

(1) cold months of January^ and Februaiy, 

^ (2) hot months of March, April and May, 

(3) south-w’est monsoon months from June to Septemlier, and 

(4) north-east monsoon months of October, November and December. 

Tbe rainfall differs generally from season to season and also from 
place to place in this Presidency. The tabular statement A shows the 
s^^asonal differences in the several districts of the Pi*esidency except the 
West Coast districts and some others and the areas irrigated by wells in 
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eacih of tlrom. The Htuieuiout was pmpaiXHl in or about lUl 4 aud tiio 
iiotod therein are of the yvar IPll-r*, Suhse<iueut changes in 
tho areas under wells and ibe duetuations oi rniurall <jimi bo found in 
Government publtcutieusi but they cannot inuterially affect the i^onclu- 

Kions that could be diaHii troni ttie stntouiefil. i\)mnun;ig one dislnet 
with another, it ih found that the rainfall is goml in souio of the dis- 

tricts lor three out of the lour seasons, that is, lor nine uumtim in a 
5'ear continuously aud in some others only lor two of the lour seasons, 

I.C., for seven months in u year <s>ntinuously. In one of the districts, 

i.e., Tinucvcllv, though the anuiml nniiiall is low, yet it is touad ti» bo 
more eveiiJy distributed lu all the four seasons. 

(d) All the district favoured with gixxt rains in ihn>e out of tliw 
four seasons should yield a good supply ot surlai't^ springs fur alKUit 
ten months in a yeai . Well irrigation can be extendeii in the areas if 
other eircumstancCis are hiv<»urabic. In J'luijoic, Kistna ami GiHlavan 
the ryots living in the deltau* tracts do not lind dry lands within easy 
reach. Other parts in these districts may be fit for developing well ini- 
gatioii. 8ucli found in Guntur, Tnchinopoly and Taujoi'e as 

IS mui from statement A. In tlie districts, where the rainiall is low 
in two out ot the lour seasons, well irrigation cannot l>e easily developed 
tinless the people are driven to it by iiect^sj^ily. Some of these distrieta 
near tlie llay enjoy good springs, m (ho (listrict of 4'iimevedy, the 
annual rainfall is indeed low on the plains, but it is found to be well 
and evenly disLributeii throughout the lour seasons. As this is a dis- 
trict exlvithiig I null the \V ostei n Ghats to the iluy of llengal, the annual 
rainfall m about 100 iiuhes a year <ui the llrilisli side of tlie Ghats plays 
an important part in maintaining the agriculiuial prosperity^ of the 
district. 

12. Statement A shows tlie seasonal rainfall in tlie district of 

TinneseUy lor llOGll' unit .statement 11 shows Liie average rainiall Ihenr, 
in a year lur ewry laonlli. It is seen trum 11 that tlicie is not a single 
monia wiiich does not show an average, liowevor low it 1)0. So it may 
be conriuded tiial it rams every inoitib in all parts of the ilistrut, excci)t 
periiai>s in yeans oi siaiiay wnich may be taKOU to lie one in live yeaiH 
Uv. saul in piuagia|)li O (.o) ^ii) uhovo. Whai is tne period ol cossaiioh 

of rain in yeais <d scarcity ;' SluUunent t’ is a copy ol tlie luinfall 

register ul ixadayaiu and it shovts tiiat tiie raiiiM do not witiihoid for inoro 
than two luontlis in a year. So it may Im taken us a gene- 
ral rule. Stulenient t.' sliows lliat the rainiall is excessive, normal 

and low. li may he piosumed that it is so m every taluk in the dis- 

Ij let. in tletei niining the demand for agricultural lahour are we to 
take the normal or liie al>noi inal raiiilnll us tlu; starling point Look 

to other walks of lilo and other iKiivities ol men and you have an 

answer. Many' people die young. Ihis fact dm*.s not deUu* a singio 

individual Iroin presuming that his lite will ho long ami from entering 

into different walks of liic on the strenglh ol tliat pre.iuinption, Sevenil 
merchants and bunkers fail in business, yet the pt»ople are not dis- 

<iouragtHl, and comiiieree and banking deveiop liom day to day. In- 

stances like these prove that w*o are not only justihed in relying upon 
the law ul averages, but that we are also ioumi to act Upon them uii- 
deterr€J<l by excrctpiions to the rule. 

{a) 7'hore are several evils incidental to life. Are wo like fatalislH 
to succumb to circumstances y No. Take the two evils iioietl above, i.e., 
early death and failure of bu.siness. iliinian inU'Higenco is always at 

work to find out a way to mitigate the effecta of tlieso evils. Science, 

medicine, ^insuranc^b eu*., are indeed initiglating sucli effects. Wiiy^ 

The jirescmt impiirv itscll is such an attempt and tho iiiU^ibgciitsia of 
the country is calltnl upon to suggest ways and means. 

13. Taking the average rainfall in the taluk of Amhasummiram ms 

the gtandard, I nhall consider the scope for extending the well irrigi^ 
tion there. It has lioen said that there are ii very tew wclla in thi# 
taluk for irrigational purposes. Though they play a very- insignificant 
part in demanding agricultural laliour, yet they iierve tlie very useful 
purpose of Ending out the approximate capa<?ity of wells for irminiuming 
irrigation. An inspoction ef these and other wella sunk for drinking 

purposes, will clearly show that irrigation under wells can be developed 
in this taluk to a fairly good extent. I have personal ex[>erience of 
well irrigation and it may lie said that a well with a ditnensiou 

of 20 feet by 15 feet and with a depth of about 20 feet can give an 
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l^equaie^ supply for two kavalais to work. It is said wiiliJ two 

kavalais at work an area of about iii’o acres can t>e culliir«ied^ This 
may be taken to l>e the normal rate for the taluk. " 

14. it ha^ to be observed that on the basis of rainfall, years are 
com>idere<i to be of four classee — 

(1) Years with exc^essive rainfall, 

(2) Years with normal rainfall, 

(3) Dry years, and 

(4) Years of severe drought. 

When the rainfall is 50 per cent over the average, it is called cx- 
tressive. When it is less than the normal by 25 per cent it is a dry year 
and if it is Jess by 40 per eent, it is u year ol severe drought. 

(a) Analysing the description of lands made al>ove, ail the lands 
the Auibusamudram taluk can »>e elassihed as loliows : — 

(1) Double crop wet lands under lirst-class sources of irrigation; 

(2) Do. under second-class sourct\s ; 

(3) Do. under third-class sources; 

(4) Single crop lands under river-fed and rain-led sources; and 

(5) Dry lands enjoying rainfall alone. 

(h) (1) In double crop areas under a first-class source tt5 per c*cut 
of the ayucut area is generally under double crop and the remaining 15 
per cent has to be left uncultivated in kar for raising seedlings lor 
piaunaiu. As there is no failure of crops even during years #f severe 
ufouglits, tJie source oi irrigation is taken to be the hr.<i-c‘iass source. 

(2) in double crop areas iindeV n second-class .source 50 to 
HT) 1 ) 01 * <*ent of the uyaciit is under two crops. Inchiding the 15 per cent 
re<juired for the .seed-l>ed area, it may be taken that 30 per (“eiit of the 
uyacut IS left uncultivated in kan 

(3) In such areas under third-class, less than 50 per eent of tlie 
uyacut is under two crops. Fifty per cent may be taken to Ikj unculti- 
vated in kar. 

It has to be observed that in the last two areas the limited extent of 
kur cultivation gets on well even during years of severe scarcity. 

(4) In .single crop areas innler n\er-ted sources, there may Ih 3 
a small extent cuitivuied a.s faslijasti. In similar areas under rain ted 
tanks there is now uiul then a struggle made to raise a second croji in the 
hot months if the tanks are filled by summer showers. Both tne areas 
under socrond eroi) are very small. 

(5) In the dry areas there are very few wells irrigating puUties 
of soil here and there, 

(r) it is seen from this clussihcation that the extent of cultivatioa 
is determined by ,yeHis ol scarcity and not by the average rainfall. 
Wlieii all other human activities are determined by the law of 
averages, it is indeiHi strange and inexplicable why the agricultural 
activities alone should Ik? deterniintxl by exceptionally untavourable 
conditions. Tlii.s aspect ol the question is not relevant to the enquiry and 
should l>e dealt with separately. 

15. The eiuiuiry is concerned with existing eonditiun.s and they should 
be taken as tlio basis for consideration. tVo have to ascertain first the 
area ol the registered ayacuts, that remains uncultivated in kar. Of the 
throe classes of the sourc‘es of irrigation, the ayacut under the first class 
is fully cultivated in kar. The ayacuts under the sec*ond and third classes 
have 30 per cent and 50 per cent of the area uncultivated in kar. 
Deducting 15 i>er cent from both for the seed-bed area, the average of 
tb© uneultivated in kar comes to about 25 i>er cent of the total 

ayacut registered as double croi? w-et under so(*ond and third class sources. 

It may ^ similarly said that Ss per cent of the ai-ea registered as single 
ci'Op wet is left uneultivated in kar. Wliat is the extent so left waste? 

(d) A reference to table XI of the second volume of the Tinnevelly 
Di^rict Gooetteer will show that the ayan area registered os single crop 
wet is about 3,000 acres and the double crop area is about 29,0% acres 
in Ambasamudram taluk. This ai-ea of 29,000 acres includes the ayacut 
of the 8etH>nd and third class sources which may be roughly taken to be 
about 3,600 acres. Eighty-hve per cent of the single crop area of 3,000 
acres remains waste in kar equal to about 2,600 acres. Twenty-five per 
cent of the total area under second and third class sources is also left 
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WAiie in hur, equal to about 1«000 acres. So tlie total eiitont of the 
ayacitt rOmaiiiing umultivatod in kar 'm about 3,5(^ acres. This area 
baafto he left m*aste for want of water. My NUggeostion is that this area 
ean surely be broi^tht under cultivation if wells are sunk at the rate of 
one for five aorea in suitable placcss in Uie ayacut area. When it ia found 
poa&tble to sink so many as 7(X1 wells a good demand for agriculturitl 

laliour will 1 h> in this taluk. What will the demand}* 

16. Alioui l,4ri() acn^ are found irrigaUHl by welts iii this taluk. (Seo 
table IX ol Volume II, Tinueveily District In Uildiitoii to the 

work enumerateti aliove, with r<»fereiice to ciiUtvation, abater has to bo 
lifted fniin wells by pHottah or kavniai ami the huuU have to 1h> watowl. 
It will l>e MHm that, as the supply is alwavs avnilnbte, there ik no time 
limit in raising crops on the areas irrigated by atolls. The only point 

bh»t the ryot car<*is for, is that the whole aiea should Ih> cuIIivhUmI twice 
a year when annual and dufassal crops are not raised ihoi^. Kxcept pa<ldv 
which IS ever greedy tor water all other crojis can 1 m> raisiHi under a well 
il it i.H an indejamdent sourt'e. The whole ol the 1,450 acres are und«T 
•uch wells. The unit of an area under a wi'll is about 5 a<*re», ns tlio 
^ supply available normally in these parts is adiKpnite tor two kavalais at 

^rk. I have statetl that a tenant has two bulls and so ‘J.^0 acres alone 

«n lie cultivated by a tenant. This area hboubl Ik* taken as a unit for 
the tour inemlM»r« ot a tenant s lamiiy. I shall take two typual instniU’es 
ol crops that are raiscMi, i.e , <hiilies and rugi. Of those two, tin* litbonr 
roquirt*d by the first is taxing and by the second easy. The average of 
these tw’o may be taken as the normal. 

(<t) ('hillifA . — It is on the lambs for six months from the time of 
transplantation. The dotads of working arc-— * 

(M Seven ploiudnngM lor 2 .*K) inut's r<s|iiits* .*12 iinui .. .'12 

(2) (’art mg. cart-loads of nmntire nsniire 48 

<.*l) Dressing tin* aica with manure ... .. 4 

(I) Prepaiing for tinnsplantation and tiriiisplant- 

mg 11 

(5) Ap! dication of iiianiiie to lunh |dan( about 

six w'fK'ks after the transplantation . . 2d 

(6) Spading the interspaces once a fortnight for 

live months 200 

(7) C'olb*cting (billies omc a work atlcr tlu^ tbiid 

month ... . . ... ... ... 72 

Sup^ilying water and watering alone remain to be 
consid(*r<Hl, It is (suisi(b*r<*d lower down. Tin* 
total tor otb<*r items of wtirk amounts to .'tt)0 

( /d U(iai. If is on llu» lands tor about dU days. 

The work done is as follows - 

(1) Seven plough ings ... ... ... . . .‘12 

(2) Penning she(»p ... ... ... ... .‘t 

(.*1) Preparing the lands lor transplantation and 

transplanting 04 

(4) Spading tlie i liters pac(‘s twice ... 01 

(5) Ilanosting 24 

Total except for watering ... 187 

Theao aro raised in kar. Tt cannot Ik» expwted that a ryot will Ik> 
able to cultivaU* these crops alone on the total ar€*a of 2 TiO acres. He w ill 
l>e growing on Mune parts of this some other b‘MS taxing and (nisy va(’i 44 M*s 
such as cholarn and Cainb(Hlia cotton. The ciilt’vat ion of choiain nKiuires 
7U men from the beginning to the end and cotton lM(t tor a unit ot 2 50 
a<‘re». The tr>tal for all the four crops amounts to 709. The average 
number of persona rec|nire<] is 192. 

(r> The lands under chillies ond cotton will Ik^ (dearml of the 
standing eropa before Novemlier and the* lands under ragi and cholatti 
l)efore Septemlier. So tlieiK* are fit for raising a WK*ond crop. In the 
first set of lands ragi '^an ho cultivated in January and in the second 
groundnut. Kagi as second crop requires only aliout 140 persons and 
groundnut about 250 from the beginning to the end of the operations. 
The total is ^190 and the average is 195. The average for kar <vos found to 
be 192. The total for a year is 5S7. Tn this estimate of labour, the ]alM)Ur 
reouirod for lifting water and disftributing it among the fields is not 
included and it has to be considered. 
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(d) Ti i« iMKJti from the Difitriet Gusetieer, Volume !, that the 
parage number of days of rainfall in the district is 41. Ab the rein* 
fan in the Amhasamudram taluk is more than the arerage, it piay be mken 
tha4; there are six continuous rainfalls with an average of five da^* 
duration, that is, for 30 days and 20 on stray days. When the rainfall ia 
continuous for some days tlie lands have to be watered only from the 
sixth day of the rainfall and when it is stray, they have to be watered 
from the fourth day. \On this hasis it will he found that there is no need 
to lift water or distribute it among the fields for 140 days in the year. 
Again crops are not growing on the lands all through the year. As every 
organism, the organisms in the land which are helping the ryot in his 
operations seem to recjuire rest for at least three months in a year. This 
of)ser\'ation is based upon the general practice. For these fK) days of 
rest no water is recpiired. So it is seen that there ai-e 2iK) days in , 
year when there is no nece-ssity either to lift water from a well or 
it for the fields unless the crons happen to he annuals like sugarcanf „ ^ 
dufassals like plantains. As these crops are not seen in these areas 
general we take the figure 230 for the purpose in hand. Tt follows thsdT ^ 
water has to he lifted and used for 1.35 days in a year. Two persons havff^ 
to work at this, one for lifting water and the other for distributing 
among the fields. Ro 270 persons are rtMpiired for tbi.s work. Tt has v- 
been said that for the cultivation of crops under wells .337 persons are 
reouired for a year. So the grand total for a year i«< 657 rfxpiired for 
raising on a unit of 2*.50 acres two crops in a year, i.e., each ineTnl>er of 
a ryot’s family will find work for 164 days in a year. Ro each of them 

will bo without work for 96 days in a year of 260 working days. 

(r) There are vast areas of dry lands which are fed bv rain alone 
in these localities. A ryot can very well raise gingellv, etc., of them. For 
the unit ol a sangili of .3 64 nci('S each of the four members of a rvot’.s 
family will find work for 17 days. 

(/) Tt will be seen that in these operations, a rvot does not get 
sufficient fodder for bis bulls and the lime available for grazing Iboin 
and collecting grass for them is not erent, ibongb be is keen on finding 
out a small plot for cultivation of paddv and is picnared to go a distance 
of two miles to get it. Tie is cultivating some paddy lands for this pur- 
pose. Tt has been said that all the four have to work for 112 davs in a 

year for raising two crops of paddy on the unit of one kota of land. 

When the days provided for grazing and collecting grass are subtracted, 
the net days of work will be about 70 for each of the four. Tf they raise 
two crops of paddy on one kota, they will bo getting about 170 head-loads 
of straw for their bulls, 

Tt is thu.s seen that the number of d.ays ou which the ryots labouring 
in well-irrigation do not find work, is only nine in a year of 260 davs of 
work. To the r<5.sum^ of conclusion noted in paragraph 9 above, the labour 
NiU»plied in areas solely irrigated by wells has to be added. Tn these areas 
each of the four members of the i';^’ot’s family is without work only for nine 
working days in n year. 

17. T have dealt with the point with reference to the areas which are 
Bololy irrigaitHl by welts. There are areas in the nyacut regtstered as 
single crop wet lands under taak.s fed by river and rain. Almost the whole 
of the ayacut area lie fallow in kar. There are also some areas regis- 
tered oa com|>oundod wot and lying fallow in kar in the ayacuts under 
tanks rcgi8tere<i as second and thiixl-class sources. A icfereiK*o to these 
arena has been made in con.sidering the iiuestion of lal.our sa]>pHed for 
cultivating the ayacut under the Tamhraparni and minor rivers. A 
Riiggestion is also found made that the demand for labour can be increased 
by introducing well-irrigation there. It is now proposed to examine tlie 
suggestion. 

18. fa) In paragraph 6 (<fl nlmve, the areas under tanks fed by rivein; 
or rains within easy I'each of the deltaic rvots are taken to l>e a fourth 
of the deltaic areas and it is also taken that every ryot is cuitivating a 
fouith of a kota there with paddy in pisnnam equal to aliout 40 cents. 

If there is a small well jnst enough for irrigating 40 cents or a big well 
on the co-operative system, the ryot will l>e able to raise some of the 
crops in kar, referred to in paragraph 16 (h), Tt is shown there that for 
cultivating 2*60 acres, 192 persons ore required for the kar crop. As uhe 



858 


moatiis from May to October dortnir wbich, tlie croiM are on the 
liappea to be dry, the work of lifting and distributing water hat ^ W 
•pemfioaily considered. Some of the crops are of three months’ dora|i|oa« 
some four, and some hre. So the avemge is four months, ft itii^ be 
taken that there are four stray days of rainfall on an average in each of the 
four months, as June to September is the period of the south-west monsoon 
when rains do not ordinarily reach the eastern part of the taluk. Out of 
da 3 rSf 16 are served by rain. So lifting and distributing water should be 

done for 104 days. As two persons 'are required 206 have to attend to it 

for the unit of 2-50 acres. Tlie grand total is 400 for 2. AO acres. For 40 
cents M persons are required and each of the four members of the ten- 
ant’s family will find work for 16 days. At the end of paragraph 6, it will 
Im^ found tliat tlie work available is, as it i.s now. ‘sufficient fur engaging till 
llte four inenil>et>i for 177 days in a year of 260 working days, 

Tliere are ileltaii* irai'ts iK»ar ilu» Oliats. As obst^rved in para* 

' graph 7 al>ove, each of ibo four meinitei's fimls w*ork for 248 days lu a 
^.year in the pi^esent ('ondition of work. If wells an* Mink in lUo areas 
roistered as single crop wet lands, Uie irrigation under w^etls in kar will 
give work to each of the four niemliers. As this is a Itx'ality onioying the 
rains of the south-west inoiiscKin. each can find >vork for at least 12 days 

more in kar. They will thus have work for all the 260 working dn>^ in 

a year. 

(r) The areas under minor rivers alone reniain to Is* t*oiisideied 
on this point. As it has been sniil in paragraph 8 iilKive, the 111*00 of 
kar cultivation is only 60 per cent of tho ayacut, when the kar area in the 
delta is 85 jier nmt. Ho there is 25 per i*ent under wM^ond and third-class 
Hourc(«^ of irrigation avnilahh^ for extenKioii. The w(*1Ih in this aiea will 
get a supply not only from rains but also from the supply the adja- 
rent naniRs under emps. |( wells an* sunk to tW»d tbo 25 per cent of lands 
lying fallow, the ryots will find additional ivork. In deU*rmining the H<' 0 |»e 
for a<1dilioiuil work sonu* observations have to lx* made hIkmiI the vicissitudes 
of seasons in tliis taluk. It lias lHM*n found tliat in a pericKl of ihiiiy years 
there are five years of evcossive rainfall, four diy, two of severe drought 
and nineteen normal. In 21 out of 50. the supply anil he enough for this 
area of 25 t>er <*ent. It is left fallow permanently iKM'aust* of the short- 
age in six out of tliirty years. The accnrucy of this oliservaticm finds 
support in the tradition of 12 years of famine in a cycle of 60 years. 
This shows that the mystics of the Kast can also make accurate* oliservations 
of the natural phenomena. No one is able to say lieforehand whether 

tt particular year will lie good or had. Home years hack, an attempt was 
made Ui forecast the coming monsmiti. Anart from other inforifnitions. 
there was a material one nlmnt the onUircak of inonsiion in Botifh Africa. 
This was indicating the probable date of outbreak in this taluk. A regu- 
lar publication of the rainfall there may help m to some extent. It may 
he so, hut the attempt at forecasting was given up after a short period 
as it was found to he too cmtly for the Ixmefit derive<l. This is indei*d 
economy with a vengeance, ff we not able to forecast the rainfall, 
we ar<^ surely able to ovorf*oine the mischievous effects of shortage in six 
out of thirty years. It will he sf*en from the rain register of Kadayam 
that in some years rains foil in kar for tw’o months continuously, i.e.. 
in August and Hei»lemlK*r. ffowever bad tlie muisoii may he. scarcity is 

generally felt in ^pteiidier alone. Tliis is the last month of kar when 
the paddy crops become almost fully germinated, fn such a r‘ondition, it 
ia enoui^ if crops are watered once in six days. Tf wells are sunk, the 

unit of one kota can he so watered from a well of normal siao. There 

will thus w^ork for two persons for the whole of Beptember. This 
reouires 60 persons for one koia. The area is taken t^o he 25 per oent 
and this work is required to he done only in six out of 30 years. Working 
out the average, it will he found to he aljoiit four a year. It is said 
in paragraph 8 that the four members of a ryoVn family find work in 
kai for 72 days, i.e., for 60 per cent of the area for agricultural opera- 
tions. from the elusion of 25 ner ixiut ea«’h will find work for tfiirty 
^lys more, and with four days for haling one will find work for 31 da^m 
fimre in a year. A reference to the said paragraph will show that in this 
area, each has work for 215 days without this addition. Each can he 
made to find work for 246 out of 260 working days in a year. 

19. It will be admitted by all that it will be easier and more natural 
for a ryot to work in his hereditary profession than in any other. Re i$ 

48 



354 


iM down to hit mnmul work and b devoid of any apirit of advenlnre. 
8i our effort abould be to find out such work as wonid be aHrodable to 
kfin. On thia view I hare examined the 8cope for increaaing. tne demand 
for iigricultural work under well irriiizatioii. In doing ao, I nave coiifinea 
ir.y attention to the areaa regiatered as irrigated ayacnt at present. It 
in now seen that by sinking wells in iho areas l^ng fallow in th^ ayaciits 
during kar the d^and for agricnlinral work can certainly be increased. 
Ii HI J mltl to the (tumi>er of working days as follows: — 

(1) A lyot in the deltaic plain Is now finding work for 177 days. He 

can find work for 16 days more. The number of days when he will be 
without work can be reduced from S3 to 67 in a year. 

(2) A deltaic ryot near the Ghats who is now without work for 12 

days in a year will find work for all tlioso 12 days. 

(3) In the areas under minor rivers, he is now working for 215 days ill 
a year. If wo’Is are sunk he will find work for 31 dajrs more. The <mys 
of non-work will be reduced from 45 to 14. 

(4) In the areas solely irrigated by wells, a lyot is without work 
now tor 14 days in a year and there is no scope for increasing agricultural 
work for him. 

The eoncltisions statetl above are arrived at without examining the 
scope for extending the area of cultivation under the irrigation works as 
th^ are found to exist now and without examining the scope for increas- 
ing the miniber of wells in suitable ieiiti-es for irrigational purjmses. 
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Written 0Tld«nM of UJBL&w. M. K. PATTABHXBAM Armt^ 
Sooretersr* Urban Bank, Limited, Tiruohengodn« 
Salam diatrlot. 


/. — Agrii‘uliui\tl aiu/ iiWii fatilitUs /ar ismuU huluMirir$, 

1. At present thero lit no uniformity in Uie inethodK of tion'owiug by Urn 
agriculturintii. Tliey l>orrow locally from fellow-villagoiisi who kappon to 
havo aomo surpluh monoy. They liorrow from the indiviciual Mouciir^ atict baiiksi 
of the iK‘ighlM>iiring Iowon and nitso from the village eo*oja\i alive aocdoiitisi 
For eapiUil uu<l |K'rmanent improvements tliey Hometimes take U|kuvi louu>« 
from the Uovenue ik>{>artmetit. UatCK of interest vary from OJ imr eoni to 
♦fO fwr cent ainl even ;t6 |K'r ci*nt in soino laHCH. 'I'he rate in the takiivi 
Ioann is at |>ren<'nt li^ j>er cent. AdvamH> juc paid ky morcliants and 
their agents to the ryot-^ for groundnut cropn. Tla\v an' paid even at the 
time of .sowing. The chid condition is that the stipulatisl i|uaiititv ahould 
f»e nold to them at Us. Jt-12-0 |>er hag. Advances for buying wlie'-huffiihH^s 
arc aliio paid to the women for uitinmtely supply ing ghee in them. 

Exwpt the granting oi takavi loans tJu‘ (iovrunmeiit diH»a not take 
any interest in agricniiurni hiiaiiee. The prixx'diire mlopUHl by the Revenuo 
Department verv cnnihrous and leads to mueh corruption on the part of 
the sulKirdinate ninciuls. The Imperial Bank dcH*s not at all care for ilio 
agriculturists, except hy way of acconimoclating bomo mercliunU and dt^lera 
who (leal in raw products. Of all the hanks it is the cH>-opi)raiive laHUOtiea 
that have lent largely to the rvots. Evtui here there is not adequate provi- 
sion for long-term loans. Kxorhitant raten of interest, refusal to fux*oi>t part 
payments in the t niiisuctioiis with tho individual inoiiey-Jenders and an 
attempt on their jmil to take away tho proi>erty of tho fioiTowor uro aotno 
of the grave disadvantages the ryots are now* labouring under. 

There is practically no co-ordination among the vaiiutis <redit agonciea 
tududing tJie Government. There is, of course, great scope. It should 
be definitely scttloil, if nocessary, by legislation, that all short-term loans 
should Ih: given hy individual money-lenders and hunkers and loiig-toria 
loans up to 10 yeai*s should Ik' given hy co-operative scxioties for lu|Uida- 
ting old debts, improvements of peruianent valuo and puiehuse of udjoinirig 
plots. For big purchases and also for permanent improveioents Jong-torin 
loans for more than 10 yours should Iks giv'en hy the Government. The 
rates of interest should lie <‘on trolled and regn luted hy the Govoruiiient, 
time and on, with due reference to the prevailing exmditious in the money 
market. In short, all the .several agencies of credit should l>e complementary 
to ono another and the 3 ' should ail lend towards greater procluction and 
equitable distribution of w'ealth in the country. 

2. Marktting. — All the agricultural products are disposed of by the pro- 
ducers either in the neighbouring shandies or in their own viiiagoa to the 
middlemen brokers who are clever people with no education or any correct 
knowledge of the market and at the same time acting under the dictates 
of tho capitalist middlemen in the urban areas. Neither tlie producer nor 
the middlemen brokers who take great pains for gathering the produce 
derive full benefit for their labours. 

Pook can bo formed and worked on co-operative lines. 

Huudis emanating from these parte are not discounted locally. They 
are cashed only in outside places by businessmen. 

3. Value of laml 6t for paddy imltivaiion ranges from Hs. 1.000 tq 
Hs. 3,000 per acre. Those that are fed by canals and tanks fetch the htfl^iest 
price. Dry lands where food-grains like cumbu and cholam and connneirial 
crops like cotton audj^oundnut are produced are sold at prices rangii^^ 
from Bs. 100 to Rs. 300 per acre^ One important factor that deterwues 
the price of landed property here is the existence of rich and ready monM 
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|>6mle in the nei^bourbood willing to invest in lands withoni earing tor 
pront* When lands are sold in Government auction for non-payment of 
revenue, they will fetch only the revenue amount. Wlien sold in the event 
of sale by court decree, they fetch generally the decree amount and smne- 
times a little more. In sales by private negotiation tite value is always 
very high. 

4. Tlie land mortgage banks are not quite a success. The rules are so 
rigid that the directors ai*e even prohibited from reloaning the collections 
though there be no dues to )>e paid by the bank for some time to come. 
The department is unnecessarily nervous and unbusinesslike. 

A record of rights should be maintaiued by the Registratiou Departvineut 
and every transaction regarding every item of property should be entered 
therein. At the time of lending, the land mortgage banks may, by 
Oasette notification and proper enquiry, decide nil disputes regarding 
ownership, real and nominal. Necessary legislation may l>e passed with due 
reservation of powers with the civil courts for appeals. 
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WjriittMi •Tidenoe of M JLBjr- T. & VSBTKATXUIM AJff A AYYAR 
Avargal, Coimbatore. 

/. — Agri€uUuml credit and credit facilities far enuill industries, 

1. District vondition. — (a) OrtViuanly agriculiuristi} sock Mirh aid fioiii 
armpatbetic iieighbourB or rolntioiis for similar aorviees in n^turn. 

Middlemen and petty traders nho negotiate for tlie outright disposal 
oi harvest also sometimes help. 

Co-o|)erative societies also help to some Hiiiall extent. 

Local luoney-lenderN also have their own shore. 

Exi>erieiice sliows that the largest proportion of helt> is fiv»m middle* 
men traders. The help of co-operative Hocieties works tin to ahont. 10 t« 
20 per cent, that of local money-lenders 25 to *10, while that of middlemen 
and potty traders soinetinKcs halanc*os and at times overweighs tlu> help of 
neighbours and i el at ions. 

(h) 50 to Go iM?r (‘cnt of the help for c^|)ital and {lermanont iiiipiuve- 
moutb often (omce from loc'ul moiie 3 '-lendci.s. 'I'he help of <x>-«>peraiive 
societies rarely excecnls 20 jier cent, aiiile that of the* |H>tty village sowmr 
works up from 10 to 20 per f*ent. 

(c) There are no special agencies for sucli emergencioH, besides (a) and 
'h) already refciTe<l to. 

lldtes of intei'est. Becorily, itc. 

ti) 12 <0 16 per oent. Uener&IJy none — Doonsionully pro-noles and eropf'. 

(n) 10 to 12 ,, Mortgages undpio-note« 

(ill) y to 12 ,, Batne as for (a) and (6). 

tioveniiucni helps by loans under the Land Jinprovement Loans Aet and 
the AgrieulliirisU Loans Act. 

The Iinpeitui Hank largely helps comineieiHi and hiisiness jMHiple through 
whom alone the agriculturists aitfl the middle class jMXiple derive their 
n Hanoi a I help,. 

Soie . — The lini»erial Bank lends only on the pledge ol sulisiaTitial 
goods, such as cotton, groundnut, oils, grains and inercJiandise. 

Joint stixk hanks generally lend monej's for all purposes recogniml as 
binding on Ixn rowers and their survivors and also on the pledge ot agricuh 
tural and commercial products. 

Cihopenitivc banks. — The issue of crop loans has V»een a riH'iUit feature 
of co-operative ftnanco and lias a bright outlook. Th*^ hulk of the co- 
o|>erativo societies’ loans has, m far, gone for liquidation of prior dchia 
and 8ub4>tantin{ improvements to property. 

Indigenous Ininks and bankers largely play the part of middiomon 
between the needy agrkulturiata and artiaona and tho wealthier hnancing 
organioationa. 

Estimate. — For the district of Coimbatore lie. 00 lakhs for cultivation, 
Be. 1'5 cronw for capital and permanent improvements, and Ha. 40 lakha 
for failure of inoneoon and otner special needs are needed. This rough 
estimate is baaed upon my past experience of 20 years; Rs. 27 lakhs of 
outstanding loans of the Coimbatore District Urban Bank, Ltd., as on 
aOih June 1929, represen*# roughlv the extent to which the co-operatire 
societies have helpM the needs of the public. Joint stock banka numl^ring 
over 120 in this district mi^t account for about Bs. 2 crores, but tliese 4b 
not go very much to help the agriculturists. 

Defects. — ^The chief of these are lack of education and adequate Anandal 
iacUities, 
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Itenudks. — (1) Chettp credit, (2) orgenuBHiiou of agencies on co-opera* 
tire lines in ever^ village, (3) each village ahoold be equipf^ with snbatan* 
tial godoa-iis, giving facilities for storing and grading agricnlttiral produce 
of the village, (4) eac4i village must have its store for distributing 
cultural and household rec^uiaites to its members, (5) a school and a reading 
room, and (6) represcntatipn of each family in such organisations. 

The aim of the organisation diould to sec- that the earnings of every 
uieinber got into the eo-o|M;rative iiioveineiit and his outgoings should be by 
means of cheques only. 

There is no coordination at all, though some endeavours are being made. 

2. Marketing is done largely on individual responsibility without combina- 
tion. fVntral trade co-operative societies arc expected to do much. 

Tariff plays a very large part in the matter of foreign and internal 
trade. Generally, it is only that of the iiiiddieineti in self-interest without 
<‘0-ordination, or without regard to the welfare of the producer or 
consumer. 

Uemitiuncc facdifiri^.- PoHtal in general, and hitndih and hills to n very 
small extent. 

Railway reccipl.s and owncr.slnp certiheates of goods do not play any 
large part in the business of the agricultural world. 

Liccnstnl warehouses, cR-., on the American system or otherwise arc 3d to 
he tried. The puhlio have to he i*<lucated in regard to their advantagoH, 

3. Wot laiuls for lii'e cultivation Hs. G(K) to Rs. 3,0(X) per acre, accord- 
ing as they are single or inuliiplo crop lands. Lauds admitting of saffron 
cultivation Rs. 6,000 to Rs, 8,000 per acre. 

Plantain cultivation Rs, 1,500 to Rs, 3,000. 

Hugaicane Rs. 3,000 to R.s. 4,600. 

Dry crop lands Rs, to Rs. 500 per acre. 

Garden lands Rs. 1,000 to Rs. 4,000 per acre. 

(a) Considerably discounts the real value to the extent of 80 to 90 
per cent sometimes. 

(b) Discounts to the extent of 20 to 30 per cent. 

(c) Fairly reasonable. 

4. La)id mortgage banks . — For a long time to come, these sliould depend 
on (1) debentures, (2) funds from central institutions and (3) on deposits. 

Government guarantee is necessary lioth for principal and interest in 
the issue of debentures. 

Title to properties pledged with the banks should be unquestionable. 

6. True. 

The property statements recorded with each village co-operative society 
is the immediate basis. These have to be ooiieot^ and tabulated for 
gettiBg at an accurate estimate. In re^d to the properties of non- 
members, valuation on land acquisition basis may be worked out as a means 
for fixing the general indebtedness, which roughly works from 40 to 60 per 
cent. 

Begistration statndics may also prove very us^ul. 

^ Farmers and tenants.^^-^hmersidp at lands has largely been cbapgiiig 
hands from farmers to middlemen and inimey-leaders, farmers thereby b? 
coming tenants. 

6. All tiiese are obtaining in this district. 

Coordination for ling through coojierative agencies may largely prove 
useful to find spare lor Iho worker. 



7, Epitinp ditiatlties in the matter of short and lonffderm foans.^Lnek 
of faciljtkss for securing long-term moneys^ such ns trust and other funds. 
Each district should ho onami«d to have the use of such funds in the hrst 
instance. A competing lower rate of interest should not be forced upon 
the trustee institutions for being dhrerted from co-opertttre Anancing 
agencies. 

Extra capital . — ^Abont Rs. 5 crores for this district and about Bs« 100 
crorss for the province as a whole. 

IL — Indiornom hankino- 

1. Largely deals only in giving credit accommoilation . 

2. Agricultural 10 to 20 i>er cent, trade /iO to 60 fier cent^ and industry 
about 5 to 10 per cent. 

11. By better organisation of co-operative credit in the viUn^ and by 
making central hanks more elastic for dealing with local canital* indigenous 
Imnkors would grachially get themselves absorbed in tn© co-operative 
movement. 


///. — InveMfmeiit habit and attraction of capital. 

1. The introduction of small savings hanks receiving pice and multiples, 
strei^t by street and house to hou»t\ will cimsiderably educate the public in 
the matter of improving thrift. 

i. C'hoque habit is yet to he cultivated by the public. There are a 
numlH>r of vi’’ages where this is unknown. Witli increased facilities for 
credit and tJuift. tJm cheque liahif may he easily developed. 

5, Opening of new branches of the Imjierial Bank of India has con- 
siderably added to the trade activities ot the |)eoplo, middlemen being 
proportionately the larger l)oneficiaries than the ngriculturists and artisans. 
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Written eridenee of tbe Agent» the ITeder Bank, Limited, 

Tutieoiin. 


7 . — Agricultural credit and credit facilities far small indusirie*. 

1. Agriculturists genoraHy borrow money from money-lenders and also 
take adyaiiocs from merchants against produce. Banks like ourselTes 
advance money to merchants for this purpose on personal security. 

The interest genc^rally chargiHl in this tlistrict is 12 i>er cent per annum. 

Banks advance money to agricultiiristN on personal security for six 
months at the most. 

2. There ore no other facilities avaiiabie for internal remittances than 
the Post Office and the Iin|>erial Bank and the charges made hy both, via., 
i per cent and to J per cent are too excessive. 

The Imperial Bank which niaintnins branches nc*eording to arrangement 
with the Government should acx'cpt for collection cht^ques or drafts in places 
where they have branches fr<H» of charge and similarly issue drafts on any 
of their offic*es frcM* of charge. This will .facilitate inu^rnal reinittanees. 

Extonsive \xm^ may 1 k» made of bilU by :ibo]iv;blng duly as in the case of 
chec^ues and demand drafts. 

Provision should also Ik* made for On Demand Pro.not<*s to be treated 
as bills and discounted by the lm|>eriiil Bank at its head office rates. 

The Im|>eria] Bank nt present considers other joint stock hanks os rivals. 
Tliis attitude must 1 k' changed, and as the Tinperial Bank, they must help 
joint stock Imnks, so that the present joint sttKk banks may 1)e of use to 
the public to a larger extent and more banks may l)e startcnl and thus the 
public may have facilities to msort to hanks not only for advances but alw} 
for investing theur savings. The prcwnl habit of the |)eople in investing 
their money in undesirable places and ways and in s|>ending money in 
C’ourts for recovery *)f same or hoarding money in gold, silver and jewels 
may be given up. 
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Written eridenoe of A. K. T. K* M, KABJLYAStAJSf 

ITAMBOODIBIPAB Arargal. Landlord, Oaeamangalam 

Shoranur. 


1. — .igricwitura? nedif and credit facilitieg for small industries, 

1, The chief af^eiicies which financ^e the |H)or ngricuHnristi? in the rural 
areus of Matahar are («) co-<3perativc cmiit societief>» (?») Govorninent and 
(r) petty money- lenders. 

(^o^oi}erattrc societies. — The help renderCHl hy these ngencies is extremis 
Jy inadequate. In many places, the i*o-«|M^rative MK'ieties exist only in 

name and are misiuanaijtxl. ft must he said lo their cnMiit. Ijowtuer. that 
where they function pn^Kuly they are doing something towards lessening 
the hardships of farmers. Thi.s assistatux^ is restricUsl to inendHus and 
that too only up to Its. 500 at a time to a ineud>ev who either mortgages 
his land or piovides personal or other ad<H]uate siHUritv. The rate of 

interest charged hy the ct>-oi>erative societies is generally 74 per t*ent 
which is liable to vary slightly. 

Suooestions to develop the co-opcj'ative movement. — The initiative must 
bo taken hy the Government. The st^iff of the department should he en- 
larged and the servims of men of influentx^ in different parts of the |iro- 
vinee should l>e enliste<l to popiilarijse and push forw^nrd the movement. 

New' societies should Im hclp(*d to make a good start and to win the confi- 
dence of the fjiihlic in the moviunent. Government should plac*e annually 

an adcMjuate amotint of money at the disposal of tin* Uegistrar for iKStung 
loans to societies in their earlier stages, free of interest for a term of 

years and carrying a low rate of interest for a further U’lin. Owing <o 

tin* difTiciilty of attracting long-term deposits there is hardly any scope 

for (*o-oi)orative credit societies to undertake the isstie of lotig-term loans 
for permanent improvements on lands. What the Government are now 
doing in this direction (granting of loans for |>ermanent improvements, 
like renovation of tanks, channels, etc., repayable aft4*r 5 years either 
wholly or in instalinent.s, int4irest laung charged at 6 per cent) dfM*H not touch 
even the fringy of the cultivating population. Here also { W'ould suggest 
improvements on the following lines. 

hand \m f^rement laans^ Jloxr to enhance their -uselnlness. - (a) The 
annual budget allotment under this head should 1 k^ considerably iticreasi'd. 

(h) Ita proper utilizatif»n should Ik* ensured hy a larger delegation of 
pow'ers to the District rolleciors or even to the Taluk Tahsildars. 

(c) Wider publicity should he given to the facilities afforded hy 
Government. 

(d) The loans may he made repayable after a longer terTu of years than 
i.s the case now and that in small instalments. 

The Imperial Bank plays absolutely no part in rural agi icuHural finance. 
The same is the case practically with joint-stfw'k hanks, merchants and 
dealers. Firms trading in fertilisers are just opening depots here and 
there hut they have not f>enctrnte<l into the interior. 

In Malabar, even on a low' estimate, no h*ss than 75 per cent of the 
agricultural population rociuire financial help. At least lls. 20 lakhs would 
l>e reciuired annually to finance them on a mmlest fwale. Due to Iaf!k of 
funds the ordinary farmer is unable to eff<«ct any |>ermanent improvements 
on his lands. The besst agencies to finance agriculturists W'ould l>e, as stated 
above, (a) properly worked co-operati\'e credit societies, (b) Government 
long-term loans and (c) land mortgage hanks. Of the last T shall speak in 
its proper place 

2. Paddy . — Small dealers purchafte paddy locally and market it in profit- 
able centres. Petty farmeiw sell their produce to theae dealers immodiately 
after harvest time. The prices they get are moat often less than the market 
rates, because these farmera would he in fprent noe<l of money ia fmy their 
debts. Well-to-do farmers, on the other hand, keep their paddv in grana- 
rios and sell out Tmly when they can make a de<*ent profit. It a-onld ba 

49 
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highly benoficial if petty farmers arc advanced money on easy terms so 
that they rui^t f)e saved from the necessity of selling out their paddy at 
a loss. These remarks apply to cultivators of pepper and dealers in tama- 
rind, etc. 

3. The system of land tenure in Maluhar is vastly different from any 
other system of tenure prevailing in the Presidfuu y. The jenmi is the sole 
owner of the land and under him there are the kanam, the verurapattam 
and other tenants who hold and cultivate lands and pay the rent to him. 
J'he system is a highly complicated one and is the subject matter of a Bill 
now under consideration in the Madras L<*gislative Council. It is needless 
to enter into a discussion of the system here hut it is important to remem- 
l>er that the pric<? of lands depends largely on the nature of the tenure. 
The following table givi^s the pric#* per acre of cultivable wet lands as 
classified by the (Government in their settlement. 

Class of Approxinial^ price 

land. per acre. 

RS. 

Class 1 4,000 

,, H 3,000 

„ 111 2,600 

„ IV 2,000 

It is to he noted that the price of lands depends upon several factors, 
c.g., the kind of ienme, the kind of land (wliether wet. dry or garden), 
the nature of the soil, the nature and object of the sale, etc. Lands under 
kanain tenure producing 1(K) paras of juuldy will roughly fetch Ks. IJKK). 

4. There is no legal impediment to mortgage of land and agricultural 
holdings in Malabar. 

innrt{j(iije hanks . — There are no land mortgage hanks iu the 
district. There may be difficulties in esiablisliing sucli banks in districts 
where innumerable tiny luilding.s are in existence. !)Ut the following sugges- 
tions are offered with a view to their being considered favourably and a 
satisfactory solution lieing discovered. The main considerations t^) be kept 
iu view in organirang a land bank are 

(1) The security of the Imnk against lo.s.s and security of debtors from 
oppimsion. 

(2) Issue of loans at a low rate of interest for long terms. 

(T) Attraction of long-term deposits. # 

(4) Periodical inspection of securities. 

(.^) The utmost care against bad investment. 

Tt would bo impo.ssible to open or work .sucb a hank without con.siderable 
assistance from the Government, in view of the great difficulty that would 
be felt ill the attraction of capital and long-term deposits. The assistance 
that would be [>ossible from the Government in ns follows; — 

(a) A substantial deposit from the Government without interest or at 
a low rate of interest for a very long term. 1'bis would attract shares first 
by the pro.spo('t of earning good dividends, secondly hy the sen.se of security 
which any large deposit hy the Government would create and thirdly, by 
the close supervision of the management of affairs by the Government. 

(h) The puj'chnse of a large numlK»r of sbaies by the Government. 
Tn fact, it may even he possible to fund together the budget aMotments 
for agrieuiturai improvement loans for a few years and place it in the 
|. hank. This would attract more funds iu the form of long-term deposits 
and make available to agriculturists the consolidated resources of the 
Government and the inve.stor.s. As I said, there may be difficulties in start- 
ing Jjind banks. In the fii’st place, no such bank exists in India to work 
tipoft as a moilel. Tlien theiv is the difficulty of securing long-term deposits 
at a low rate of interest, the risk of bad investments, the trouble in con- 
ducting |>eriodical inspection of securities and the complicated nature of 
land tenure in Malabar, But the experiment is worth a trial. 

" .5, I am not aware of any perfect method of estimating the existing in- 

debtedness of the agricultural classes. I know of a co-operative credit 
society (with which I am intimately c'onnected) which hod to give up keep- 
ing a Members* Debt Register because tbe members consistently and steadily 



went oil refvii^iiig to diM-lofO tlioii* tleht^ ilespiU* the uilvic?e of high ofEciwls 
of the ileparimcuit. Tlie luethoiK liowever, would \m »ti agrieultiudi 

survey condueteti by eo-o|>or«tive socictit's. For Uiis we have to wait till 
the time when each village has its own eo-ojionvtivc stniety and each farmer 
'ill the village is liU»rute and is a lueiiilaw of the wK'iety. HpeiHiiug Up of 
literacy ('onpleil with a wi«lor dilfusiun of co-operative principles is the 
iuimediate and the urgent need of the hind. 

I i . — / nditjt nous ha ahiiuj. 

It is the huiuli inorthanijj and iiionev-ienders who hnaix^^ to a large 
extent the traile and industries tn Matuhar. Most of the Indian wvholesale 
iiierchunts doing iiujnut, export aiul other husines-s in towns keep current 
accounts witii one or more ul the hundi merchanUs lor jiutposes of trade. 
In towns like Calicut aiul Coeliin such customers aie charged 12 to 18 imr 
cent intei'cst tm overdrafts, whereas the retail nieixhunts throughout all 
centres are charged 12 to 2-1 per wnt on loans and sometimes even (K) per 
(xmt on petty loans. On hiimli orders a eommissioii of 2 to 6 annas per iHjnt 
varying according to the nature of tlie locality on which the orih'rs are 
<!rawn is also levievl. IK*mi' it i.N only Ity the fuiyment of cvxorhitant rales 
of interest, which I'onsumo most <.f Ihcir profits, that the meichants in 
general arc able to obtain itnaneial help irom the only agency that is 
capable of meeting their dcmaruls to any i dinpiate extent. ()f eourse, the 
large hanking organizations m Calicut and Cochin are exercising a steady- 
ing inrtnonce on the lales of disiount ami inleiest, hut in smaller towns 
thei'C is no liUolihood ol tin' hundi menhaiits charging lower rates of 
interest. It must, however, he sai<l to tlu*ir ertHlii that it was ehiofly by 
means ol tlu‘ great linr.nciul help that they were rendering for a very long 
time that tlie development of trade was madi* possible. 

Anotlnn* c lass of indigc innK liankois atso dest'ives notice'. 'Fhey are the 
class ol pc'i'soiis w ho lend mom y cm a smaller scab' than the hundi mercliauts. 
They tlirivc in the intc'i’ior and charge' i‘ate.s c'Vc'H higher tlian what iho 
hundi merchants charge and also impose other hard conditions. It is the 
petty mercliauts and poor agriculturists and artisans that resort to thmn. 
I’lii'y lend out money on ]nomisscjrv notes payable on dc imind. I'he intereht 
varic's Irom 12 to 18 and 18 to 21 per coiit. Tlu'ie is no prejudice* as such 
against indige^nous hankers. Tlu'v gc*nerally derive a profit of 12 per cent 
on their capital. Tliey are often niialilo to meet all the domands upon 
tlieni for want of caiiital. 
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Written evidence of Hao Sahib X. 8. SBIX1VA8A 

AYYAB Avargal, B.A^ Advocate “Sri Bagh” 
South Main Street, Tanjore. 


/. — Agricultural credit and credit JacUities for suiall mdustries, 

1. Tile agt*ic‘uliuii.st very often keep» for expenses during cultivation 
u ]H>rtiou ol the ])revioUK year’s harvest. The bigger laiidholder is able to 
do this easily but the smaller agriculturist fails to do so and obtains loans 
ii'om his more careful villager. In most villagtss some persons develop into 
jiioneydeuders and fi-oiii them loans are taken at fairly high rates of interest 
uliout 18 to 24 per cent. Jjoan of paddy is also now and then secured and 
in such cases the rate of interest is almost invariably very high. It may 
easily lie per cent. The old Nattukoitai C’hetti is practically a vanishing 
factor in this business. 

(b) Capital and permanent improvements are made only very rarely j 
and such work is ordinarily undertaken only by those who have laid by their 
savings. No one thinks of borrowing for effecting an improvement of a 
tHirmanent character in his laud. If there be any rare case of a man 
borrowing for this purpose, tlie loan is obtained from a co-villager or kins- 
man not at iiigb rates at ail. 

{() Failure of monsoon is a common visitation which drives the agricul- 
turist to go to the pi*ofef4.sional money-lender. Nattukottai Chetti or other 
person doing inone.v-lending business. Loans have to be raised on any terms 
to pay land-tax and also to keep them on till the next year. 

In these loan transact ion.s the part played by Government is almost 
iicgligilile. The Imperial Bank of India does next to nothing. Loans are 
sometimes obtained from the ‘ Permanent Funds ’ or ‘ Nidhis ' so called, on 
the pledge of jewels or immovable property. In these institutions the rate 
of interest is on the face of it fairly low* hut. when) the borrower is irre- 
gular, the figures work up very high. Tlie borrower is, as a rule, irrcgulur. 
Professional money-lenders and merchants also advance money at usurious 
rates of interest of 24 to S6 jier cent on the implied security of future pro- 
dun) or deposit of jewels. Co-operative hanks are iilaying an increasing 
juirt in this business hut they have so far only touched the fringe of the 
jirohleiu. Jii ujiland tracts in the raiijore district >\liere groundnut is 
grown, advances are made by the companies ultimately purchasing the 
produce hut this is done only after the crop is in a fairly advanced stage 
and then the price offered is low'. This will make the rate of interest work 
up at 50 to 75 per cent. 

The total amount required in the <listrict of Tanjoi-e will be about Rs. 20 
lakhs in the year for the first three or four years and then an additional 
Rs. 5 lakhs in the years to come. 

The great short-coming in the jirasent credit system of the district or 
perhaps the province is want of co-ordination in the different financing 
agencies — I was going to sny, want of co-operation. 

It seems to me that one of the agencies now operating or supposed to 
lie operating, namely Government, sliould stop financing for the reason that 
Government loans involve inconveniences and abuses which it is needless 
to rejieat here. Direct loaning by Government is practically an utter failure 
and they may, if so disposed, lend to co-operative banks money at low 
rate of interest ear-marked for loan to members for permanent agricul- 
turftl improvements or even to help ryots to tide over bad seasons. 

Tim Imperial Bank is hardly ever able to reach the small borrower and 
the best thing that it can do, is to lend money to other financing institu- 
tions such as co-operative hanks or nidhis or to merchants. 

^ 2. In the district of Tanjore the sale of produce takes place in four ways. 

(i) Sale to the landless brethren of the district. 

(ii) Sale to the merchants who go into the village and pui'chase from 
the landholdors — this constitutes the bulk of sales. 



iUiund^' or towu markot : fur iuhta-iico paddy raiMHt 
near Taiijore i,e., up to u distaneo of about 20 is earrioa in covtulry 

carta to the shandy at Pudukottah^ Thiruvoriann (jaiidarvakikttiih ami 
Orthuiiad. The cost of conveyance generally works at 5 annas per kalatu in 
the case ot Pudukottah and 4 annas in other instances. The sales aJO lor 
liigli prices, it is only the more enterprising agriculturist that dtass this: 
ordinarily it is the merciiant that gets the advantage of the higher price in 
the sluituiies or town market, it will Iw a great advantage to the agri- 
culturist if the produce can he ported and daspatchoii to the markets in 
adiich prices range high. It may l>e possible to employ lorries for conveying 
the produce. 

(iv) Purchases are made by iiiillowtiers who purchasi^ pa<ldy so fur as 
funds |>ermii in the part of the year in which prices are low and «UH*k the 
paddy or perhaps corner tlie |)addy. Then they convert the puddv into 
rice in the pi'oper time and sell at high rates. Millownors export rice to 
Ceylon and to a smaller extent to Burma. This hiisim'ss is declining part- 
ly owing to the fact that the price of rk*i> is going down elsewhere ami 
partly owing to the decline in tlie fortunes of miHowiiers operating in the 
district. If they have suitable crcnlit facilities, a good deal can ho done 
by them. 

C'o-operative effort in the direction of forming ]>ools has been very little 
so far but it is undetiiuhle that there are immense possibilities. The pre- 
sent Begistrar of Co-operative Societies of this province, ^Ir. H(K>d, ma<ie 
an important move in this dii'cctioii by starting what arc known as Loan 
and Hale Societies. He thought that the agriculturist would Ik* greatly 
henefiUKl if ho obtained money on credit for his ikkkIs just after liarvest 
such us money for payment of kist without selling his produce in that 
season when (irices are usually low. Loan ami sale sixieties are there to 
make sucli advances on the security of produce. It is obvious that if these 
p(*rsons who have thus pooled their produce only diK-ide (dfis t a sale 
together the cost of traiipsort may he easily riMluced and that the agricul- 
turist will he able to get the best jiriee for his luoiiiice. These societies do 
not, however, advance nionev on the security of standing crops. Provision 
will have to !»e made for this. 

Advuiutss arc' sometimes made by tbe Kuropeaii tirms on the security 
of a groundnut crop yet to be realiyA‘d. 1'he terms imposed ar<' usually 
very inconvenient and stiff. Those companies also sti|)iilate fur a right to 
purchase the pkkIuco. 

Kvon these facilities exi.st only for foreign trade and not for internal 
trade. 

.Merchants sometimes advance money against a future crop and, when 
they do so. they generally make a .stijnilation as to the ju ices nincli to the 
disadvantage of the ryot. 

Internal remittances are made through liunks. that js Ijy cliecDues, and 
occasionally by mean.s of bund is. So far as the co-oj>erative societkiii are 
concerned, Government have permitted theiii tlie use of treasuries lor 
transfer of remittances. 

Loans are raisixl on the sooiirity of only a few varieties of jiroduc’e In 
the J'anjore di.strict: groundnut and cashew'nuts and paddy to a smaller 
extent. Banks make advances and, as staie<l already, tfie inendiants wlio 
inteiul to purchase advance money on the basis of a settled juice. 

Hundis and cheejues are the only instruments used in the trade of Iho 
district. 

Hundis are used by the Chettis. They are j>aynhlc either at siglit or 
on u fixed date. 

So far as this part of this province is conc*orncd. very little use is made 
of any instruments indic'ating ownership of gocwls for tlie j>urj)ose of secur- 
ing credit. In Kutnbakonam and Negapaiam piec^egomls luerdiants or silk 
inerebanto obtain loan., on the security of their goods or railway receipts 
for such goods. 

3. The value of land Is detemuned by-— 

(i) Intrinsic merit, i.c., yielding capacity; 

(ii) existence in the proximity of (korsons who have the funds to 
purchase; 



366 


(hi) ciitie iu carry iiig ou cultivation work; 

(tv) railway and road croimutinieution ; 

(i ) cxiaience ot creiiit iiicilitics; 

(vi) iiianncr in which payment lias to be made by putcliasei and 
above all ; 

(vii) an uiidoudc^ title. 

In Goveinmeiit iiuctioiis juudji nsiially go up tor low l)idb. The rofrao* 
tory ryot who will not pay kiKt in almo.st invariably a troul>le8(>me neighbour 
and 18 hure to throw in ail .sori.s of nbstiiclt>8 in tlie way of the enjoyment 
of tlie lands. More U8Ually. there is a comliination in the village. In such 
ca8e8 we witnesH sales for one anna, Government taking up the hid. l‘hc 
value of lands in sucli cases has notliiiig to do with the real economic values. 

Cuiirf sales. — There are two difheuities in court sales — 

(/) in al)OUt r)0 per cent of the cases of coint sales ol}jc(:ti(»n.s and 
clainiH arise some time or other from intere.sied parties and very ofUm there 
will l>e stM-ret trouhlew and enemnhiances. Sales aie always at the pur- 
chaser’s risk. Moreover, there is the general prejudice of a sentimental 
character iu purchases iit court au(*ti<jns. In court sales the entire amount 
has to he paid at a short notice. Sales are also usually in lump and not in 
feuitahle fragments, 

C’oiirt sales do not repre^sent the real value ol lauds lor the reasons 
8tat<!d uljove. Even in the liest areas ae fimbthat lauds do not go u}) hoNamd 
Hs, per acre. Of couise, tlieio may lie rare instances of sales ju which 
intending jmrelmsers bid at competitive r.ites. \oiniaily the value of lands 
ill river-ied areas range from about Us. 000 per aer<‘ to l.oOO per aire. 
Wliere the lands are away from the railway lines, the price will necessarily 
go <lowri. lu rain-led areas thc' (jUesli(»n will arise wlietlier tliere are 
any good eris or lakes nearhv. If any e.\i>t and if the area is tliiekly 
|)opulated, the value of the land may be from aboul Us. 100 to Us. KK) [>er 
acre. Where the aforesaid conditions do not exist, lands are sold at any 
price from ahoui Us. 50 to about Us. 150 per acre to the utmost. 

4. Want <if st'parate registration of holdings. al»si'me of record of rights, 
the pernicious but time-honoured system ot Uvntiun sales, llie uncertain law's 
ns to the liabilities of the membeis of joint families for payment of debts, 
the law' relating to the ilisability of females, the lutnie rights oi rever- 
sionens- these iuako any dealings in hiiul uncertain and speculative. 

Again, the diffieulty in obtaining decrees on mortgages, defences i)Ut 
iorw'ard, woint of sanction for false defences. diflicuU\' in execution, the 
cumbrous law' relating to exemption — iliese stare away any investtir. 

So fur, land mortgage banks have not sprung up iu this tlistrict. There 
i.s no doubt one at Taujore l)ut that is not really functioning. 

Tlie anomalous situation of land mortgage hanks l>cing run by tlie land- 
less gents for the so-called political purposes, the nasty system of catching 
institutions for election purposes, the absolute lack of fair dealing, not to 
say plain dealing, wdiich has been created ami iironiotetl by the recent 
leiorms — these make financial reforms unattainable. 

(a) A system of record of rights, the failure to record which may work 
forfeiture of rights, is an important step. When lianks advance loans on 
the basis of the lecords so maintained after due notification, that should 
lie csonclusive iiroof of title. 

(h) Banks may ho allowed to foreclose in the cases in which mortgage 
is *o‘nr>tnpanied by deposit of title deeds and is supported by the recoid of 
riglite. 

vThe system of awards by arbitration and execution on the basis of such 
awards may he developed wdth advantage. 

(c) The costs should be nominal in the case of banks. 

Vapital for mortgage banks, — Long-term deposits by individuals are 
unusual : debentures are not known to people and if debentures are issued 
it must be only by thc apex bank. Funds for the pi^sent must be got froip 
the central bank. 
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Govermnent jjuarantco is not necessary; agricultural lianks sliould not 
raise dcl»eiitnT'e?>, only apex hanks sltould; aj^cx luink del)eiitures may lio 
iiicludeil in the list ol trustin' siM'iirities. 

5. An economic survey ot a fur-reu;hing character may 1 k' lUHXJtfwary and 
the amount tor tiiis niay well l»o provitUnl t»y liuiching the reincHly itself. 

The Puhlic Welfare I^'ague, Tanjore. is making a careful ei'onomir 
survey ot a lew sohst villages in river-fed and in rnin-ft'd areas and I 
shall submit the result as soon as it is obtained. It is not complete yet* 

6. In this part of tbo province agri<MiUui ists do very little l»esides. 
Rice-milling is an openition perfonned by merchants. Dairy farming i» 
practically unknown, if the expression refers to dairy fanning on anything 
like a large scale. Agricult nrisfs sometimes maintain plantain gardens, 
<*o<‘onnt topes atnl sugarcane plantations. 'I'lu'.v alst> raist* ganlen ciops 
Thes<' industries aie in tair progress. Spinning rs done by a totally differ- 
ent class of i)eople thongli of conr.se weavers may get to own lands. Hand- 
spinning has ceaM'd to be of any eons(»quenee. 

Dairy farming can be stimulated by eo-o]a'rative elTort . Other indus- 
tries will certainly develop if there slnnild exist an organised system of 
jxMiiing prodiUNp and efft'cting sales. Moreover, some little initial capital may 
be ixxjuired which (‘an Ik‘ furnished by organizations (reatotl for marketing 
produce. I have alreuidy r<‘ferrt*d to loan and sale societies. 

If (S)nsistent efforts shouhl be made for promoting these subsidiary 
industries ano otluu- iiulustrial <*frorts which can be carried on at intervals, 
that ‘will improve tb<* (oiidition ol tlie farmer. I may rehu* to a f(*w’ 
pos.vibilit ie.s ; 

iff) Oil making. 

ih) ('oir mnnulacture. 

(r) Mat making. 

(*/) Weavin'.': on haml-looms. 

The working capital rc(piir«‘d for these operations can he furnished by 
small la'uiks, C4i-f)pera 1 1 VO or other <'stahlishinenls, in the rural areas, The 
institution innsi he co-operative in its charneter, whether it is rcgistercnl 
under the .Xct or not. The devciopmemt of hanking for industrial purposes 
will liavi to Ik* umlci s|.e<»al (luxation, ior it will ixMpiitx' a lai’ger personal 
attention than that wliich t he ( ’o-op(‘rnt ive Department can hestow. In tlicse 
undertakings the eleim'nl f»f cha’ue enttus to a larger extent than that 
which (((-operative orgnnizjit ions can he saddh'd witli, 

ft, therefore, sf'cni', to me that “ indnslnal hanking, ” so to sav, has 
to he perlormed hy different institutions and under diffcixuit directions. 

fi. (fi) T havf' watched with eaix* the operations ol the fislu'rmcn in soinn 
parts of the district of Tanjoix'. 1 organiz<*d in tlu‘ district of Tanjore 
Home co-of>erat jv<> societies for th«' Ixon^nt of fisInMnuMi at Tanjore and am 
endeavouring to create a huger society at Afntiupot. 

Fishing IS pr'rfornu^l and can ho perfonned only by persons aecustoined 
to do the w'ork - hcfXKlitai ily engaged in doing the work. Those engaged 
in fishing operations aix* known in some parts of tin* district of Tanjoixv 
such as Adirampatiiam . Rajainadam, et<'., ns 8<*innianottis. as SenihadavaiiH 
ill Tanjore and near Tanjore ns Monigars or Valaynns. At Muttiipc't and 
Negapaiatn Aluhanimadans perform this wxirk. There are some fishermen 
operating in the s(*a and some in inland waters. 

In the matter of metal industries largo numlK'rs work in Kunihal ona:n. 
Mannargudy (hnis,s>, and Xachiarkoil (hronz<*). In Tanjore there are peraona 
who dc? decorative work of a higher order. Tlie art work of these last is faai 
sinking into uniinportanee owing to w'niit of funds. 

Industrial hanks wji* have to he Hfnrf.iHl for reviving these industries. 

7. Tlie Tnifierial Rank after eonsidcrahle eorrespondenee and trouble has 
given to the co-oik*! at ivo central hanks an overdraft — that i« the only 
connexion with the Imperial Bank. 

Co-operative hanks do not recognize joint-f.toek hanks at all. Iho 
utmost (xiuH^shv shown is aeet'piing deiKwita from joint stock banka. 
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There no diffienlty in the matter of securing funds for short-term 
I loons. Long-term capita] has not yet ]>ecome available. 

The district of Tanjore can well absorb half a crore of rupees. 

i^There is of course competition between nidhis and co-operative banks, 
'jfirldnis or permanent funds, so called, seem to lend at 6 or 6J per cent 
thougii the real rate that parties have to pay may work up to double that 
rate. Borrowers resort to these nidhis and often come to grief; After loan 
and sale-sorueties were started in and near Tanjore. the Tanjore Permanent 
Fund has l>egun to lend on the security of produce or goods and to olfer 
competitive rates or terms. 

The grant of exemption from income-tax will doubtless promote the 
progress of the co-operative movement, 

Incinsion of debentures issued by the apex hank in the list of trust 
securities will certainly stimulate co-operative progress. 

11. — Ind igenou $ ha n kin g . 

1. The indigenous hanks known to the district are (i) Nidhis; (ii) Knris; 
(iii) Chit lunds; (iv) Chetti or other private banks. 

Nidhis, permanent funds, saswata nidhis or mutual assf)oiation.s .so called 
are institutions which are modelled on the building societies of England 
and hav(^ obtained a great measure of popularity. 1 have given a detailed 
account of nidhis, kiiris and chit funds in* an article puhlished in the 
Madras Bulletin on Co-operation in the year 1913 or 1914. 

2, Chetti firms or j)rivate banks operate in some parts of the district. 
They receive deposits and lend to eon.stituonts. The C’hetti firms cash 
hand is and checpies and lend on persona! security, on the security of landed 
property or on the sfwurity of jewels, etc. As states! elsewhere, they Jeiul 
to agriculturists for kist jiurposes. Merchants borrow for purchasing goods, 
and they maintain current ac'counts for inorchants. They also allow an 
overdraft to a fixtHl extent. 

T). The ehetti firm or other indigonon.s hanks grant loans to apiiroved 
customers on the security of hnndis or on personal security. 

C'ash credits are allowed, Imt the per.sou.s to whom cash credit is allowed 
have to pay interest only on actual borrowings. Rates may range up to 
12 per cent or 18 per cent. 

Indigenous hanks or hankers rely upon credits wdiich they have with 
other persons or firms. They do not have reserve fund to fall hack upon.^ ;^ 

6. Rates of interest go uj) to 18 per cent hut where interest is paid 
in the shn[)o of produce the rates may work up to 36 per cent or more. 

The indigenous bahks or bankers have to rely on the off-chance of reo<»iv- 
ing deposits, have often to face bad debts, have no system of examining 
the credit or solveiu*y of borrowers, have to rely on their own resources, 
have no reserve fund and have no outlet for surplus funds. For thesc^ 
reasons tliey are not able to lend at fair rates. 

If there should he co-operation among different bankers, much of their 
difficulty will vanish and each hanker will be able to offer at lower rates. 

The answer to this question is obviously in the affirmative. 

7. There is certainly a great prejudice against indigenous hankers. 
They are under grave disabilities arising from the uncertain state of law, 
the existence of latent entails, etc. 

There is nothing now to require a court to decree the rate of interest 
appearing in the document or to accept the recital of consideration, etc. 
The^ can l)e settled by legislation. . ' 

The operations involve an amount of uncertainty and speculation quite 
undesirable in money dealings. 

A good record of rights, clear definition of the rights of the niembers of 
a joint family to bind the estate for their debts, prescribing the rates of 
interest so as to bind courts and ci’eating legal presumptions in favour of 
('ertain instruments are some of the ways. 




?: indigpnoiMi Imttker i« proi€»ci«<l m »tat«d ftbore, if Abere ai^ 

facilities for obtaining simple money decrees more easily than at pt^nt 
ind if esecntion ia made more simple and if officers of the court are going 

L realiso their duties, there may be some hope of promoting mdigenons * 
king. 

^^To-day Uio sanction of the public opinion, the fear of oatli, the sense of 
^|aoency and honour are oil dw'ayinff fat'ior^. Success anyhow is tlie watch-^ 
word. The rec^ent reforms have had a most dangeroiiH effw^t on the minds 
of poop’e. Sense of honour and love of honesty are tending to decline. 
Peoj)le are not able to trust <*ach other. People nre lieginiitng to find 
that, if one goes into the court, any kind of dofenoc' will l>e put forwanl. 

Tf all defences are going to he penalised, if the Hindu TiUw is <HKlifie<l and 
if the Kvstein of family lawyers is going to be devolojmd, there may be 
hope. 

9. The apparent fortunes of the indigenous hanker aie illusory quite 
ofU*n. Loaning is becoming Rpet'uUitive. 1 liuv^e known cases in which 
ext'cutioii has taken 14 years or more. 

10. Yes, on all points. 

11. Certainly that may he a help. 

There will l>o no real cHun petition. 

12. Capital is necessarily gettinf^ more and more shy; largo sums are 
often locked up. 

Not much. 

Creation of local industrial hanks will lie a great stop forward. 


///.~~7/nc«f hahit (tnd attraction of capitaL 

1 . Hanking rcson roes : — 

(/■) Nidliis. 

(ii) Co-operative societies. 

(in) Joint stock hanks. 

(i?) Piivate money-lenders or Chotti firms. 

For this district a croro of ru[>ees will bo required. 

Savings are promoted by the above institutions, and by savings bank 
jd iKJSial cash eertificatos. 

;j^vThe public can have l>ettor facilitios for .saving: such as homo safes: 
®^notion ol chit funds ; larger issue of (lovomment notes of smaller do- 
'^mminations : postal cash certificates of Rs. 5 available more easily. 

In rural areas there are very few chances of saving. 

Purchase of gold and silver ornaments and vessels is a form of saving 
hut it is unnecessarily locking up capital, taking with wastage, coolie to 
gold and silver niniths, etc. The whole system is Udling upon the people. 
The huge increasing national w'aste of reHourcf‘4* ai'counU to no hinal) 
extent for the decline of coinmerco and industry in the country. 

One important way of inducing people to save may 1>« to extend insur- 
aiice facilities — e.g., by extending the lienefits of the postal insurance lo 
people or by encouraging insurance companieH and keejiing a tight hand 
over their operations, 

2. Postal cash certificates are not known as well as they ought to be. 
Five rupees certificates should l»e issued and should made available in 
the homes of ]>eople. 

I would suggest the issue of certificates payable on the one hand at the 
e^nd of three years and on the other at the close of ton years. 

Savings hanks are considered hard to deal with and are not popular. 
Only the ridtior classes invest in securities. For the savings bank cash may 
he Veceived and cash certificate issued by postmen themselvee and repay- 
ments may be ordinarily made on the production of chits. 

There seems to be no real conflict. 

8. Government securities idiould be mode cashable ip treasuries or post 

offices. 


SO 



P«rcbi &0 of^Govorament paper is coifsi^ered mysterious beyond the ken 
of the ordinary man. 

Money coming into the hands of the people in the irillage is kept fgi^ ^ 
"expenses for marriages, x>ilgr images, feasts, festivities and jewel makitllH 
Very few arc j)rovident enough to spread out the funds through the wholB 
year. Richer agriculturists devote the amount for election purposes. JSte 
elections under the reforms ai"© the ruin of the land. Mirasdars’ 
ar€^ generally speaking, able to .save the price of the produce and save tn<* 
same by depositing in hanks or lending out to individuals. 

Tlic tale of the farmer is a talc of wck*. Very few save ana when they 
save they wasU3 in jewels. Tf loans ate given to fellow agriculturists it 
is often in kind at about 36 per cent, sometimes in cash at 18 per cent 
or so. 

There is nothing like a steady growth of capital. 

4. The clu^que habit is not taking any deep root in the country. 

The effect of the abolition of the stamp duty is hardly noticeable yet. 

Merchants, hankers and the more highly paid officials use cheques. 

The effect of the use of the vernacular script may he inconsiderahle and 
will c^ertainly promote confusion. 

/). ] state the causes Avitlioufc detailing* them and I assume that tho 
hanking and investment liahit is not developing, even as a postulate. 

(i) The joint family system. 

(ii) Tho mysterious love of secrecy. 

(Hi) Incapacity to say no t(» othei*^ when they ask for acrommodation. 

(iv) Ignorance. 

(r) Want of siiffieiont facilities for investment so as to bring hpltpo^I 
facilities to tlie poorer and more ordinary men. 

Government may help in the starting of indu.strial hanks from which 
suitable help may ho given to those who .wtart industries. The officei*s of 
such banks may do j)ropaganda work. 

Tho opening of new branches of the Imperial Hank has been of .soine;.^*^ 
use but, so long as they make no advance on the scMuritv of lands, th«ir 
operations cannot fjccome very extensive. 

For iiivestineiit on lands variou*^ legal reforms jnay he necessary. 




eiridenee of M.RJay. K. KUTTAN UlTNl NAYAR AT«rgal«^ 
^ Biaya Nayar of KaTalappara, Rottaram ’*« 

Kavalappara (Post), South Malabar. 

In response to your circular letter, inviting an expression of views on 
the several points of enquiry einbotlicxl in the quesiioniiaite, whidi you 
have boon ho goo<l to forward to the Kavalappara Bank, Ltd., 1 have ven- 
tured to H<*t down hereunder a few thoughts that have strucJi: ino as 
relevant and important. Considering the vastness of the subjeet and tUo 
conipi*eiiensive character of the questions framed, 1 cannot help feeling that 
thtt observations ot one oke me. w hose .study <»1 tue topic and w nose practical 
ex|Kjnence iu tbe line is limited in .seope uiul mainly eonfmetl to rural 
conditions, wilt 1 h‘ more ('ommuuphu'e ones, not po.s.sessnig aiiNthnig ot 
weight. Much les.s useful will it he, hy way of giving hints or HUggestiona 
ol moment. At the outset I am hound lo nuiKe it ileai iluit wnat is 
e.\j)res.sed heivni represents my own petsmuil views and should not he under- 
stood as voicing tlioso of the dirwtorate of our hank. Another ]>oint 1 
would stress is that in formulating my views I have had the comliiiou of 
Malabar uppermost in my mind, .\falahur is u land having iiiany peculiar 
features oi its own in M*veral resptsts and this fact cannot but afitHJt its 
o<*onomic problems; and any attempt to solve those problems cannot ignore 
or underrate their iiitiuenees. The incitlenee of joint family ownership ot 
property and its nmnageinent by a .single individiiMl and ol in ben tun 
and suec'ession prove strong iuqH^iment.s to tlie growth of imlividuul oHortn 
and onterprisos which play a largo part in the development of commerce 
and its adjunct, bunking. An individual as such has no right to family 
|>roperty apart troni a clumi to Imre mainteimiit*t*. Conseijiiently, bis 
porsoiuil credit is mucb pooivr in relation to tbe status be holds in tiio 
MK’iety. Tiiis accounts for few Mahiyalis taking lo trade or {oinmerce. 
The bulk ot the trade in the district bus fallen into the bands of people 
who have come from uliroad ami .settled down here .such as Pattai -Brahmins, 
Moothans, Chettis, Suits, lUvsnlmans, Kuropeans, etc. It is no wonder 
, that hanking and other imKiern institutions designed to Jicl|> the growth ' 
*''0f production and distribution, arc little uiulerHtoiMl or upineciuted. 1'he 
idea of ke<*ping money in constant rotation instead of keeping it lof;k6d 
Up, is foreign to the mind of an average Malayuli. Investments are mostly 
on land, and land alone is n*garded as ii sufficiently safe socunty tor 
investments. I’he investor is anxious to cjioo.se hiicli transactiuMH ns are 
not likely to U) repaid lor a long time. As a coii.se<|uemsi^ capital is shy 
and hc*comes scarce for productive lines. The disasiroiiK fate which overtook 
.some of the newly started joint stock companies has only inath? the HU«pi- 
cion and coirservative nature all the nioie strong. Modern education and 
the individualistic outlook that follow.s in its wake have coiidmed to slowly 
effcM-t a change for the hotter, no doubt. Nevertheless, it has to 1 ki stated 
that hanking, as well as commerce and industries, i.s «iill in a utate of 
infancy and much headway has to be made in the line of [irogreaa and 
advancement. With these few' preliininary remarks I proeeod to answer 
the questions .seriatim. It is hardly necessary foi- me to add that I Jiave 
attempted only such questions on which I have thought myself capable of 
throwing any small light in iny own humble way and that i have not aiini?il 
at exhaustive answers, as f am fully sensible of my limitations. Malabar 
is fortunaU^ in having in the Conmiittee,* as a niemlKM', one <d its abiis»t 
sons, Mr. C. Gopala Meiion, who has made a .special study of the wonopiie 
probhuas and who will l>e ahh* to elucidate the siiecial economic oapect of 
the aimve stated pi blem of inheritance and family management 
Malal>ar. 

L — Agricultural credit and credit farilitke for nmall indmirien, ^ 

1. The usurious inoiicy and grain lenders are the dealers who form the| 
Mte refuge of the needy amcnltnriat for hia expensea during eultiratiini. 
Btprorements are, as a rule, undertaken only by kanamdai^s and jetimu* ' 



hit iho CM of these peojple they think of* improYeiiieiit pUms only when 
they have the funds required for the purpose; and, when they are m need 
of more money than they possess to complete their schemes, they resort to 
other credit agencies. Uoierninont aid m resorted to only in stray int 
stanches, as in practice it is found to be difficult and troublesome to obtain 
loans from Government. The same applies to cases contemplated by 
clause (c) also. Interest levied is mobtly in kind and ranges from two t<>^ 
three per ten, regardless of iho period for which the loan remains olrti^ 
standing and in no case docs the period go beyond the time of harvest. 
Such advaiK*es are made ou the strength of promises made orally or 
through a bore letter and no security is demanded or given usually in 
such transactions. Paddy is the principal crop of the district. Only in 
such cases as pepper cultivation or in similar hill produces or articles of 
fugitive cultivation such as groundnut, ginger, etc., the standing crop is 
made a security for which a mere letter is passed lietween the parties. The 
part played by credit agencies other than i>rofessional money-lenders and 
dealers in making direct udvanc*cs to the ryots is insignificant, if not 
nlmolutoly nothing. One solution that strikes me as most potent to save 
agriculturists from the clutches of sharp money-lenders is to make the 
opernlion of Government loans more oa.sy so ns to bring their advantages 
within the reach of the rj'ois, many of whom are yet to learn of the exis- 
tences of such facilities. To atiuiii this end it would be advisable, in my 
opinion, to entrust it to thc! Agricultural Depurtinent. Similarly, the Co- 
oiMjriitive Department, which has done some tangible relief to this class of 
jHMiple, lias to he made more helpful to them by expanding its sphere and 
work. 

*J. Marketing is solely curried on in the rural parts through dealers who 
purchase from individual producers and take the stuff to busier centres 
where merchants and mill-owners are available to buy the same. Organiz- 
ing pools and co-operative produce societies in important rural coutre.s w'ill 
Ih) a great correcting factor in securing good prices for the produces of the 
cultivator. At present ho is deprived of the full value of his labour on. 
account of his imiiecunious condition and the sharj) methods practised by 
the dealers. A central depot for collecting the produces and selling them- 
at the dearest market is a great desideratum, and in my humble opinion 
tliero are groat possibilities fur the same. But it will have first to be 
organized under Government supeiwision and control, until the idea gets 
sutiiidently popular and confidence is inspired. These pooling agencies must 
<?omiiiuiid funds to make advances to ryots against their commodities. At 

i ircvseiit there are no facilities worth mentioning. Few banking agencies 

lave facilities for keeping stuck of these produces and making advances 
against them. In towns there are such conveniences for the benefit of 

merchants who buy of producers. 

The opening of such facilities by lianks will be of substantial good to the 
ryots. To this end more banks should be organized and they must Im 

given concessions so that they may undertake such new tasks. In the 

matter of foreign trade the exporter in most cases gets money from banks 
on hi.s presenting the bill of lading. In interuar trade there is no such 
facility. The utinast the banks do tor the consignor is to send his raihvay 

receipt and collect his dues for him. Such facilities ought to be extended 

for their lienefit as well. Internal remittances are done at present only 
through x>ostal means as money ordci’s and insurances. Remittances tbrou|^ 

banks are very rare for the reason that the banks functioning in rural 

areas do not hare business dealings wuth outside agencies. The linking of 
banks among themselves is greatly to be desired. Bills and bund is are not 
much in use in rural areas. In towns among merchants it fills a lame 
place in monetary transactions. Bills from rural areas are not usually 
aent or cashed at other banks. » The local bank keeps them pending the 
da^ of pa 3 mient. A reduction in stamp value for nundis may facuitate 
their growth. The opening of liceased warehouses deserves to tried in 
a f«ir select centres. In my oiiinion it may prove to be full of }>os8ibilities. 

3. The factors affecting the value of land are its geographical poeition, 
its topographical state, the nature and composition of the soil, ilie faoili* 
ties for irrigating it and the right which the owner has over it. The 
value of wet paddy crop lands per acre is about Rs. ^,000. In reject of 
other classes or lands no sudi pr^icatioit is possible as they vary very uridely 
in different cases. 
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<tt) InsUtioes aro rara for tlie rea&ou that lauds aro in tUo owuerahip 
of jonmis who a^ ulihaaioly liable for revenue. Small peasant prapriOtoi*s 
are unoommou in the dmtriet. (6) The value of laud in sale in court 
auctions depends on the pnblicity given to the sale. But generally parties 
do conspire to shut out possible and probable biddei^!;. (c) Halo by private 
negotiation is regulated by the priticiplo of demand and supply. If tlie 
vendor is anxious to sell, the vendee gets an advantage over him, 

4. The one insuperable iinpediiiieut is joint uwiierHliip and the peculiar 
lau’ of succession. Apart from this there is no other iiiipedimeut U'ortii 
notice. There aro no such banks in this district. The existing batiks are 
not inclined to make advances on the security ol the Uiiids as such ativanms 
could not Ik) relied on for ]>uymeiits in time nor arc the bunks in a position 
to uinko advanctis avuilubio for long periods. StaUvuidetl and Stato- 
guaranteed laud mortgage banks should bo opened, Such banks must bo 
in a position to make uclvuiue.s for long peric^s. I'caliaing their money in 
annual payments. Having a reserve bank to hnunc^i' such institutions will 
prove an advantage. Jl all land transfers and inpiitahle charges on land 
t>c recorded in the registers of the village heudmaii ami if the Hegistrar's 
Office commuiiictttes to the respective village headnmn's office* ail transactions 
atfecting lanUs situate in the village it would fm‘iliiute rcterenet^ as to ihe 
nature of encumbrance, if any, on hind. If it is feasilde to have this 
done, it will in many ways prove helpful in the nsemtaiument of rights 
and interests in land, it will make for u reduction in the i'ost of refereiu'O 
to registers, a rclorm highly necesfiary. Lund mortgage banks may \*v 
linancted from deposits, advances fmm I'ontral institutions and debenture 
bonds. But tlie .sucwss in attracting deposits wih depend at Hist on 
Government guarantees, until public confidence is fully insj)ire<l in hucb 
institutions. Furibor, a guarantee from Oovornmont carrioH with it the 
duty of supervision of the bank’s work on the part of Governmont. The 
Government should have the first charge on properties eovere<l by dclKUituro 
bonds so as to .secure it against any loss. 

5. The main eaiisc of the iiidebtcdiies.s among people is ihe rise in ihe 
standard of living brought about by the inculcation of new ideas and the 
importation of new articles ministering to the convenience of jieople, i.s 
well as their indulging in intoxicating drinks. The system of education 
t^t is now in voguo has tended to ci'cato a dislike for inaiiuaJ lulmiir cf 
any kind. Unemploymeni among such half-educated and degri*e-holders is 
only adding to the indebtedness of their families. Old debts are paid by 
fresh borrowings. Ceremonies also come in to a large extent to make one 
indebtod. Educating children whicli is day by day U'coining more costly, 
is another source of indebtedness. The creditors in the first instaiitTO may 
ho banks. But eventually private individuals and jirufcssioriut moiu\v- 
lenders are resorted to. Interest ranges from 9 to lo per cent in the case 
of banks and from 12 to 18 or even 24 in the case of professionals. (Com- 
pound interest at tliree months’ rests and half^ early rf*sts is reckoned in 
many cases. Suing the party and bringing his property to sale by aitoch- 
ment or getting him arrested are ilie methods adopted for recovering debts, 

6. So far as my knowledge goe.s. those wlio arc^ engaged in agricultural 
pursuits are mostly keeping themselve.s idle wdicsn the laud does not require 
their attention. No industry of any particular kind claims their attention 
apart from lalioiir in the gardens. They go in search of coolie labour. As 
indicated by me elsewhere in the c-ourMi of tlicse obsc^rvntions, if along 
with the opening of depots for the distribution of agricultural implements, 
seed and manures by the Agricultural Department, if arraugcmieiits can 
be made for the training of these neopie in spinning, weaving, etc;., through 
the same agency, it mav l>e possible to minimise unemjiloymeiit among tlicjin 
during the non-agricultural part of the year. Ail help roquired in this 
direction has to eoine from Goyernment only. The sKle-nuliistnes that 
can be started and devei<»i)ed in Alalalmr are coir-making, liell-nie^l and 
other Dietui industries, etc. The Industries Departinent and the Agrieul- 
tural Department should lye made to collaliorute in tins line and find out 
all pcMsibfe ways of getting the cultivator to interest liimseif profitably in auch 
aide-industries. 

7 There is" no linking of the eo-operatiTO movement with other baoka 
in any aense. The former is indepenttent of the latter. There w no oomp^ 
titiou between them in their respective spheres of business. The ciaai of 
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jMMie to whom the eo^^rative societies cater is ditferent from tbs ctasS 
with w^hom other banks deal. Co-operative societiee in ^eir present 
iopnient are not hampered by want of funds. They get their oepoaita 
me local people and from diatruTt and provincial ban^. On the oHier 
Imnd, what stands in the way of their elficiently functioning is the dilh- 
ctilty of their constiiuentH not Ijeing able to utiliae the money they take 
as advances in the manner and spirit in which it is designed. For the 
level of progress co-operative societies have attained now, it is not neoea- 
sary to think of ways for augmenting their financial resources, and. until 
they explore new* holds and develop their possibilities in new* Hues, it will 
bo too early to think of concessions in their favour. 

//. — Indigenous hanking. 

1. As 1 have stated before, in JVfalabar the principles of banking have 
not lieen properly understood cither by the people at large or by the 
managing agencies of banks theiiLselves. In actual jiractico there is very 
little to di heron tiate between private Imnking firms and joint stm-k bunks, 
as both the classes do exactly the same kind of biisineas. The money-lender 
does not need deposits from the public. He takes loans whenever required. 
'J’hoy all advance money on tin; pledge of ornaments and on personal 
security. The rate of interest charged by the individual nioney-Jender is 
Ingher than that ol bunkN. Indigenons banks receive various kiiuls of 
deposits. As a lesult ul the expansion of joint stock banks, individual 
money-lenders and private banking firm.s are becoming fewer in numl>er. 

2. In busy cenlies oi* localities, the money-lender hcl])s trade to a large 
extent. He advances money, tbougb at exorbitant rates of interest, to 
dealers to a far bighor percentage of the market value of the goods than 
any bunk would in safety do. Hut be saves his risks by accompanying the 
dealer with the goods to receive back the amount advanced. 

;k (d) So far as rural parts are concerned the capital invested or raised 
.will mostly Ijoloiig to private individuals. 

(b) Tlie volume of business transacted by them is very limited. 

{() in the case of individual money-lenders, tlieir expenses for ninnilAj 
the concern are i>racti(fally nil, but private banking firms lia%'e to spem 
some money by way of salaries to one or two clerks for each firm, cost of 
f , ^stationery, account hooks and printed forms. 

(d) The indigenous banks may gcmcrally be having accounts wdtli joint 
stock bunks or the Imperial Hunk of liulia. There are some w'ho view 
co-operative societies in a spirit of rivalry. Hut in my view this feeliug of 
suspicion and competition is quite baseless as co-operative societies cannot 
do the kind of business generally done by other agencies or rirv I'crsn. It 
has to Ih 3 admitted that the growth of co-operative societies has influenced 
the rate of interest tending to lower it, esptH'ially in the rural areas. 

4. The indigenous bunking firm.s use the same forms of credit instruments 
as arc employed l>y joint stock banks. The individual monoy-iender 
advances inonqv either on a letter or on jiromissory notas executed in his 
favour, l>ut in villages oven this lctt<>r is not taken wdien ornaments nre 
pledged. 

5. Usually they allow only short-term loans except when ornaments are 
pk^lged. Tile rate of interest charged will range from 18 to 24 per cent 
in the case of individual money-lenders, but private banks charge 12 to 16 
per cent. There are what are called * Hundikars * who collect in addition 
to the interest a commission called * Hundikavatiam ^ of Re. 1 to Rs. 1-4-0 
on every hundred rupees advanced. The rate of interest allowed on 
deposits will be from 6 to 8 per cent i>er annum. 

6. "^^e rate of interest charged on advances in kind is higher than 
what is levied for money-loans. Loans ai'e taken by fl^icultururto either 
at the time of sowing or during the time of the cnltivation and such loans 
have got to be cleared as soon as the harvesting is over. For such advances 
the interest usually paid is 2 to 3 measures of grain for every ten measures, 
irrespective of the time for which the advance is left outstanding. To 
relieve this class of debtors, the best that could be suggested will be to 
ox>on agricultural dexmts in every village under the department and throngh 
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those depots make advances to cultivators of paddy or aimilar produces, <vTi 
gted security, as u-ell as of manure and let on rent agricultural implementa. 
fllB will confer a substantial benefit on the community besides going a 
long wa'y to relieve their indebtedness. 

7. It cannot be said that the indigenous banks or bankers are view^ 

with any prejudice. Hut at the siune time it is a fact that |ieople preior 
to deal with woll-orguniaecl l>nnks as the ixiiistitulion and working of 
latter eiusure greater uniformity ivml o|>enneHs of transactions. Yet, tliero 
are a few wlio choose to deal with individual money-lenders on considerations 
of prestige as they want to avoid the publicity w’hith is attachtnl to hank 
transactions. The protection that is riKjuii'ed for this class of hankers is 
in the matter of prodmung their a(‘<'oiiiits in suits. The same facility thut- 

is at proi^nt vonchsafe<l to joint sto<‘k hanks nmy he exiende<l to them as 

well, casting on iliein the (corresponding duty of having their Imoks audit<^l 
hy coin|>etent auditors. (Senerally there is no (‘ompinint hut theiX) is scope 
for trouhles to aris<‘. espetially in the case of momn-lendei-s, as their 

accounts are not kept in proper forms and s(H‘niiti(‘s such as ornoinonis 
are not kept in a desirable manner. 

8. It w'onld l>e advisable to give legal recognition to their 

hankers and impose statutory obligations on them W'ith b view to safeguard 
the interests of their clients in dealings with them. This may result in 

making tliem moro serviceable to the public, 

9. Most of them arc found to he Ihrix’ing beantifully and growing richer 
in n short time. 

10. There are such instances, hut only for temporary j)eriods. Very few* 
have overdrafts or cash credit allowed to them by bigger banks. They do 
not generally deposit tlieir moneys in fixed deposits with otinu* lianker.s nor 
do they purcha.se Oovermneiii .securities against which they may ratae 
advanc*es for their use. 

11. Tn.stead of (iovenunent giving great concessions tc» (be rmperini Bank 
of India, it will be advisable to organiz<» a central rc'serve bank througlv 
which financial help may be given to a local l)ank with a local diroctorate 

each distriert so that it may finance indigenous bankers more frtM*ly akf 
a body will possess gr(*ater know'ledge of the local conditions and of' 
^e credit of individuals. 

12. As no proper accounts are maintained by this class of people, it in 
difficult to ttsseas w’ith any degree of approximation the volume of thoir 
dealings. 


fIJ — Jn vest mfiif hnhif aiut nttrcK f iov o/ enpitaf, 

1. The facilities or iimans in existence for fostering the habit of saving 
and investment are (a) subscribing to chit funds and kuris, (h) contributing 
to provident funds organized under co-operative societies, (r) lending out 
small amounts and (d) ojiening accounts with post office, banks or co-operative 
societies, etc. 

The habit of investing savings in silver and gold lias lasui very strong 
with the majority of the jicople and communities. Even among bockwarvl 
classes this habit is so .strong that on ceremonial occasions the parties try to 
excel one another by the number of ornaments worn by them. The habit 
of hoarding coins was prevalent due to lack of facilities for sound invest* 
inents and the prevailing .seare of dacoities and ontbrMaks of communAl 
unrest. * 

2. On account of the raising of the amount of initial payment for postal 
cash certificates, it has ceased to l>e an attractive as it was. T would suggest 
that the old terms may lie retained and that they may also be made 
negotiable so that if my temporary loan be rtxiuired, it may be raised on 
the security of this in.stead of the owner lieing obliged to encash it. Tha 
stipulation in the savings bank rules relating to the minimum amount of 
monthly balance for purposes of calculating interest may also be modified. 
This form of investment is availed of by people who earn fixed moniltly 
salaries or incomes The modification on the line indicated above may 
tend to attract a wider public, provided adequate facilities arc given at 
irtl post offices, 
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3. Oor^rnmant ftaeurities are mada available to the public at the time 
of the floatation of loana under the Imperial Bank adieme. At other 

the people, who need then^ purchase throuje^ banks. In my opinionBlk 
16 a^lnteiy necessary to give sp^ial facilities to small agrieuittiruda and 
invi^tors in the matter of subscribing to such loans. Bonds of a certain 
minimum value may he set apart to be purchased by this class of people, 
makins arrangements for their sale throng post offices. If within a certain 
prescril^ed fieriod the full amount is not forthcoming from this class, then the 
balance loft over may be thrown open to other investors. 

4. The abolition of stamp duty on cheque has certainly conduced to the 
growth of the habit of using cheques. But it must take some more time 
Iwfore the public get used to it, fully realising the l>enefit thereof. The 

of the vernoculor script for clie<|Ues us ininxluf^ed by the Indian Bank, 
LtiJ., Madras, will, I trust, do a great deal to popularijso the chocivje Jiabit, 

, 5. The banking habit is of remarkably slow growth in the country. Thu 

is an uninistakame sign or index of the poverty of tlie country, it is 
liecrause people have little to spare after meeting their current expenses 
that they are not able to think of investments. The people of the country 
are proverbially simple in their ways and life. It is true to some extent 
that on ceremoniar occasions there is waste and vain display. Still they 
are unable to make any saving worth mentioning. In this respect, too, 
Malabar will be most backward, I fear. As I have pointed out, the joint 
family ownership of pro|>erty and inheritances law peculiar to the country 
hamper the grow^th of the investment habit. Dead investments arc pre- 
ferr^ to mobile ones for fear that the iiiunagcr for the time being may 
fritter it aw'ay according to his whims and caprices. 

The control that is now exercisable over the manager of n tarwad is very 
imperfect. Only^ his power to alienate property is curtailed. He may 
sfmnd away the income unchecked. He Is not accountable to any one for 
his management or administration of the estate. The junior members have 
no other voice than a right for bare maintenance. That is the reason why 
a large number of Malayalees migrate to foreign parts in search of employ*- 
ment. For trade and commerce they will have no capital or money of their 
own and are unable to obtain the necessary credit. If they till their family ^ 
; lands, the fruit of their labours becomes a common family benefit and not 
their exclusive gain. This accounts for Malayalees becoming mere 
professionals. 

No doubt the opening of new brunches by the Imperial Bank of India 
has done much good to the public, especially to the commercial class. It 
is regrettable that they do not give to smaller bankers the ordinary facili- 
ties that they allow to private individuals in the matter of overdrafts on 
approved security. 
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Writtaa evidence of M.RJLy. T. GOVUfBAir HAYAK AvWfrt, 
®*A»* S*Xuy \r Ol^ow^lxe^* 

I, — Agricultural credit and credit facilitice for email indueMee, 

1. One of the many cllfBcaities nnder which agriculturists labour in this 
country is the ul>Heiu'e of ci'edit facilities. Croilii is a most powerful agent 
that wn tributes to the production of wealth and owing to a ('oinhinaiion of 
peculiar circumstanc^, credit facilities are inadequate. One cause is the 
wont of capital which does not increase with the population as in most 
civil ize<l countries. Land and lal>our whicJi are the vndiHpeusable requisites 
of production exist in abundance, though not fully uiiliatMl, but hero tho, 
chief requisite for the increased production of wealth is incrcani^ of capital. 
Another thing is that owing to social and religious diffoixmces and other 
p^uliarities of the cnnintry, the individual's credit is not as gooil as it 
might be. Agricultural operations and improvements are therefore inade- 
quately financed and the needy cultivator gets no assistance either from 
the Government or the hanks. The little assistaJico that he gets is from 
the indigenous money-lenders wdiose terms and conditions are onerous and 
in some cases even ruinous. The rate of interest I'aries from 15 per cent 
to 30 per c*ent per annum, the usual period of the loan being thr<H' or f(mr 
months which depends upon the nature of the emps raised. Sometimes 
the loan is made repayable in grain at the time of harvast in which case 
the transaction is still more disadvantageoiis to the borrower. In the caw* 
of small loans the security gonornlly tako.s the form of jew'els and household 
movables, sometimes landed property i« also demandtxl to be given a» sixuiritv 
in which case the rate of intere\si may be a little loss and the period c>f 
repayment longer. In a few cases, loans are also grunitMl on iho mere 
promise of the borrower and a pro-noto or other voucher is s<^)nietimes 
taken ; but those are exceptions. 

V Very few cultivators have succeeded in obtaining loans from the 
Government. Owing to the w'ooden cbaract4»r of the machinery and 
exceasive rod-tapisin, it is not possible for the ordinary agriculturiKt to 
get any pe<*u?narv assistance from the Government. It is said that many 
perRon.s applied for loans after the flootls of 1924, hut it is not known 
whether any succeeded. The security demandtKl by the Government is 

imnossihle, as they nxiuire five and even ten times the Me<!urity which tlx* 
ordinary money-lender demands. Probably the defect lies in the method 
of valuing the land for purposes of loans. Owing k) the peculiar latid 
tenure of Malabar it is difficult for the Government officers to appraise 
the tenant’s rifrht correctly. The customary value is much more than the 
legal, but the Government looks at the question only from the latf^ir point 
of view. The Government should therefore utilize the services of comrw'tent 
appraisers of landed nroi)ertv, who are <‘onversant with local ro?ulitions 
and circumstances. The assistance rendered by the Imperial Hank is 
equally unsatisfactory. It may he said that a big ronc^wn like the Tmi)erial 
Bank cannot do much for small people hut the hank is in possession of 
immense funds of the Government free of interest and it will l>e instructive 
to hear the bank’s account of flu* assistance rendered to those wlio ultimately 
contrilmte to those funds. 

Co-operative hanks, so far as I am aware, give no iMiiter assistance in 
the direction. Their busines.s Is now conducted rather like that of an 
ordinary joint stock company. Co-operative* assofdations in Malabar fiave 
not attained any large mea.sure of .siic<s*s8. while different opinions have 
been expressetl by those who have ol)serv©d the movement in other districts. 
Thev lack the essential princi})le of co-ojwration, viz., mutual gomlwill and 
trust. W'hich are indispensable for the pm-manont success of the movement. 
Much capital i.s not now raised bv the suWription of the nieml>ers and the 
small fund that thev get from the central hanks i» appropriated hy the 
president and the panckavatdars who manipulafe the account in alien a way 
as to conceal the real nature of the dealings. The result is that many of the 
"societies are in a dormant condition, hut this need not cause any want of 
confidence in the future of the movement which is. as yet, only in its 
infancy, and eo-operation, if truly carried out, is certain to prove one of the 
most effective agencies for securing improvement in the social apd economic 
condition of the people, 
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It is tlioroioro important to consider how this is to 1m? carried out. The 
tiM'fu ‘co-operative’ is now applied to riiHny <‘oiicernh which are not con- 
ducted upon strictly co-operative principles, but even applied in this 
modified torm, the movement can confer great benefits upon the general 
community. As it is, the societies do not work with any definite common 
obiact and the principle of the movement is imperfectly understood. The 
salvation of rural India lies in the development of this movement, but, for 
want of propaganda and effective supervision, it is languishing. Tpe 
Government is no doubt creating fat appointments which carry high salaries 
and travelling allowance hut much practical work is not done. One 
remedy that I suggest is the reorganization of the lower grades of the 
department on a different model. The Government is now incurring large 
"|L expenditure on account of the Agricultural Department hut it is doubtful 
l^hether the agriculturists get any real benefit for this heavy expenditure 
isi of public funds. Whatever may l>e the report of commissions and com- 
mittees, people intimately acqnaiiitcMl with the cultivating classes 1>elieve 
that the department has not fulfilled the expectations entertained. The 
lower grade of the depai*tmeni at least shoiild therefore lie rcH>rganizcd 
and with a view to have cro-ordi nation of the Departments of Revenue. 
Agriculture and Co-operation which arc connevted to a certain extent, 
revenue inspectors should he recruited by a slightly different method. They 
should he given a short training in agriculture and co-operation and their 
number should lie increased ; agricultural demonstrator’s appointment may 
be abolished as it is notorious that these officers do no practical work at 
all now. Their existence is not even noiicefl in some places. So also Deputy 
Directors of Agriculture whose pay is out ’of all propoi tion to the vork 
turned out ,hy them. They keep large and expensive farms which 'no 
inaccessible to the ordinary cultivntoi's who. moreover, cannot adopt the 
costly inetlnxls of the department. The better and inoie e(‘onomical method 
is to popularise tbe improved implements and the improved methods of 
cultivation througb prominent agriculturists of tbe village who may liis 
encouraged by suitable menus of recognition. V 

Another remedy is the establishment of village i)anchjiyats which shoul^ 
lie gradually made autonomous and all matUns relating to village economy 
should he entrusted to their care under |»roper sup(‘rvision. Educated 
young men should be attracted to the %dllage to give a lead to their less 
fortunate brethren and their services linked with the Government. The 
problem is no doulit difficult, but if is possible for tbe Govern numt to devise 
proper measures. 

3. Volue of hind . — In a count rv like Malabai- where tbe svstein of land 
tenure is peculiar, it is difficult to estimate tbe value of land. Ordinarilv 
the rights transferred are the jenmam and the kanam. Sometimes the jenmi 
will he in possession of the property in which case be may cultivate it liiniself 
or lease it to another who cultivates it for him and pavs him what is cabed 
an ec'onomic rent. Such a lessee is called a verumi)attamclar w’hose rights 
have no saleable value. His tenure is niwarious. In other cases the jenmi 
will have demised the projx^rty to another after receiving from him money 
^consideration the amount of which depends upon several circumstances. 
This is the most common tenure. The customary period of the demise is 
twelve years which is the term now recognized by judicial decisions. He 
has got a valuable intero’^t in the land which ran be made the subiect of 
sale, mortgage or lease. The influence of British courts has been unfavour- 
able to this class of tenants, they being treated in biw as mere mortgagees 
who are liable to be paid off like any mortgagee. The tenancy reform has 
been the subject of agitation for many years and has made great progr^s. 
This is the burning question in the district at present, l>eing the subject 
of the Tenancy Bill now pending before the Legislative Council. 

The value of an acre of jenmam paddy land varies from Rs. 800 to 
Rs, 2,000 according to the ouality of the snil and the crops raised. The 
higk^t price is obtained in WalUivanad and Palghat taluks which are noted 
for paddy cultivation. The value of an acre of garden fciOcoanut) ranges 
from Rs. 900 to Rs. 2.000 if it is the absolute jenmam right that is trans- 
ferred. but if the right transferred is onlv the kanam, the value varies 
from Rs, 700 to Rs, 1.500. In the case of other crops the value will be 
leSvS. The value is of course deteiunined hy the locality of the property 
and the suitability of the land for cultivation. Other factors which effect 
the value are the exigencies of the moment and the degree of competition 

for tbe land existing in tbe particular locality. If tbe transferor i« a 
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del>tur aud ilio pioiH^rty 15 uuder moHgago, tho price will be letii» Ihe 
pf ii'e Htii in: &tiU it the U itnciiuutary iu the mm oi oeurt 

tyatesk. Tile matter will ^ttll won»e ii a rich Uitullord or other iiiilueiitiai 
jieraon or luoney-iciKlcr oi the IcR'ality i» the cieUitor. la tJie iMm el 
&aiium iiroperty^ the character of the landlord in also an iuiporiatit lacier* 

Alter the War, the price of hiiHl«9 has gone doaii coiisidcrttbJy. There 
ii» great di^tic^ in the land and many are trying to dh»t>obe ol tlieir landa» 
The price that m now obtained doej» not however sliow that the |HK>ple are 
ill a pfois[>erouj» c.'oiiditioii. ‘j hat 1^ IwHiiiiuse land i» the only safe inveat* 
inetit and, to many, the ]>osis€^toii of a plot of land i» not a qucMition of 
profit, »>ui oi sn*»8isu*m‘e. f heix'- are few other indutjitrie« from which one 
may earn a living. Be»ide^, land in regai'ded giving aonie »ort of dignity 1 
and atatus to the owner. 

5. ImlebfedfteiiiH . — t nder urdiiiary circumslanc'i^ii, it is difhcult to get a 4 
corrt*ct ei^iiniaU' oi tUe indeldediit^s ol tlie ligricuiiural claHM*^, but for the 
educrated men clos»ely aniuainted with loc^al coiuiition.-s and in intimato touch 
With the poop»e, ii ts not only posKsibie but ooay to get a fairly correct 
eistimate. 1 myt^elf uttempUHl an economic survey of a few typical deaouiif 
^villages) during tlie census oiwralions of 1021 with a view to maKo an inten- 
bive hiucly of tne wononuc 1*0101 itiuiis of the ruiui c 1 uhm*s and I managed to 
collect certain statistic-s, Imt us 1 wa.s very busy then and did not get much 
lielp troin the census enumerators, tlie 01141111 y could not be coniploted, 
Aiierwurds, 1 [lursued it on varioUvS oc’casions. Ordinarily, 1 took a group 
oi tUirty iniiiilies as the unit. 1 invostigated the condition of each family, 
eol letting tlie luets under cvrtuin deiiiiite head«, and taking the figuitut 
oi 1111*0100 and expcuuliiure tor a group of a hundred fumdieic residing in 
a .sjKH*ilio(l tnut, J ioiiiid tfiat ttu* tialame Kheei ot ttie gr(>U|i KUowod a 
large annual oeluit. ilougtiiy the figure a* lls. o, 00 <). One way of getting 
a lair esiiinaie is to instuuie tlie empiiry througii tlie village olhcerK wdio 
phouid he entrusted with tin* method oi eiieiung iiilot iimtiun . A second 
^^ay IS to UK'ludc this iiilorinatum in the next eciisus. '1 he ordinary census 
Ts prohahly iis> iosImcUhI in its range. It may he made to jnclude much 
**vulual»k* mioniiat am w ha li is not l ollec-tc*!! 111 the present dtH*eiiniHi enumera* 
lion, and without ensuring the absolute accuracy ol the iniorimition, the 
rctuin cun be treated as luueh more than u guesB. A third way is to 
take a spin nil census of wealUi so as to mcludo indebUMlneHs. An Act on 
the model ol the Ifritisli C'ensus of production Act of 19 (X) limy be passed 
providing lor a periodieai c'CIImis oi the pnKlu(‘tioii of agricruiture, trade; 
and business ot tlie country with indehtCKinesB, The Hoard ol Kconoinic 
Kuf|Ui ry or other ajiprupnutc authority may he empowertHl to compei leturn 
witiiuut [mhlisiiitig individual returns. A special debt column may lie 
instM'ted in the c‘easus pa]»er. 

The records oi the Kegistratiun Department and the accounts oi bunks 
and money-lencicrs will also show the extent ol iiidchtectiuv*s. 

All repof ts, however, agree as to the enormous indebtedness of the rural 
population ; such jiiciebtcdiic^s has Ikh'ii steadily inereasing after the late 
European War. The causes arc many and vuricius. The general under- 
lying cttii:sc is, however, the poverty ol the musses, 'idle holdings are smail, 
the agruuitural ijiijilemerits are primitive and irrigation facilities,. CHpecmlly 
ill Malabar, are not good, it may be said that the average rainfall in 
Malabar is gocnl but to an agricuiturist it is not the average rainfall that 
counts. The rams should Ikj timely, neitlier more nor less ut a particular 
time and latterly these are cxcoptions. Coiiseciuently, there is failure of 
crops. Sometimes, the crops are entirely destroyed by the floods in which 
case, if the damage is done at the early stage, agricultural operations Itave 
to be repeated in\"olving fresh expenditure of money and labour. AdTorso 
agricultural seasons aie l>ecoming txmimon now. There is great distress 
especially in the ccxjoaiiut tracts of the West Coast where the yield is 
getting less and less while low prices have lieen ruling ever since the War, 
especially during the period, of hostilities, viz., 1914 — 1918 when the shipping 
of cargoes to forcMgn countries was restricted and even suspended. A crisis 
of no ordinary dimermions has therefore aristm in the condition of thoiMi 
who are sustained by this industry, which demands the earnest attention 
of the Government. 

Tlie ordinary standard of comfort of an Indian agriculturist, it is well 
known, is very low, it may even lie said, ihconceivably low, but even a<*oord- 
ing to that standard, there is no surplus income iu an average yeai, Ia 
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tuch, from the small plot of land oultiTated l>y him, he b nnahle to oUtaiu 
•nough food to provide a bare stibsiaieiice. There are no snbBidiary in* 
dustriea which afford any additional income^ There is consequently lar^ 
deiicit in his budget under the accumulated burden of which he gradually 
sinks into the deepest depths of misery. The situation, grave in itself, 
liecomos worse by force of ftoc*ial customs which scorn manual labour and 
bind a man to the calling of his caste. 

There are many other contributory causes of this state of chronic in- 
debtedness of the ordinary agricultural family. Every adult pet*soii 
marries, the Nayars l>eing an exception, and the want of fooil which brings 
on diseases and famine conditions, is the only check on population. Money 
is lavishly spent in the celebration of marriages, funerals and other social 
functions and although the Hindus of Malabar with the exception of Brah- 
. mins do not now incur heavy expenditure on account of marriages, They 
continue to spend large sums at funerals. Many borrow for this purpose 
as also for annual festivals of which there are many in Malabar. 

Educational expenses now form a large item of expenditure among the 
upper and lower clasNcs, espc<‘iully the Hindus, and the increasing expcnsivc- 
noss of English education has created a problem of no small importance. 
Money is borrowed for this purpose and many families once in affluent 
circumstances have been ruined in this way. Many parents send their 

children to schools and colleges because they are at a loss to know' what 
to do with them or are misled by the examples of a few who have been 
rewarded. Either higher education should made prohibitive or it must 
be mad© cheaiior. Probably, the best course is to impart vernacular educa- 
tion on modern lines. 

House building, land purchase and litigation are some of the other 

purposes for wJiich money is borrowed, (II tJic.se the second is the most 

serious evil, there being much land-hunger among the peasantry. These 
often turn out to he improvident transactions, landing the people in 
expected pocyniary difficulties. * 

People have also to borrow not infrociiienliy for payment of land revenue.* 
Though land revenue is not very heavy in Malabar now, all taxations 

combined, viz., central, provincial and local, jiress severely upon the people 
except the middle classes and a further increase in either of these will 
bo a great calamity. 

A more serious evil is the present landlordism which is exhibited in 
its worst form in Malaliar. The Nambudiri Brahmin ionmis who form tlio 
majority of the landowning classes in Malabar are the most conservative 
people in India. They are voi’y orthodox and have most queer and anti- 
quated notions of men and things. They take no interest either in their 
lands or tenants, but simply exact money which they hoard. In their own 
interests and in the interests of the country, they must bo given better 
education and initiated into the principles of banking, finance and agri- 
culture. Precarious and oppressive as the tenure of the cultivators 
generally is, they have to submit to it for which they cannot get any 
redress. The landlord's dues, legitimate and illegitimate, aggravate their 
difficulties and increase their indebtedness. The tenancy law should there- 
fore be amended. 

The creditors are mostly the landholders and other well-to-do persona 
in the village, indigenous bankers and money-lenders, not all professional, 
and in a few cases banks and co-operative credit societies wherever they 
exist. 

In the case of professional money-lenders, the rate of interest is very 
high varying from 18 per cent to 30 per cent per annum, but they charge 
a ‘ nittam* (commission) whidK in the case of short-term loans, makes the 
rata of Interest exorbitant. This commission varies' depending upon the 
necessities of the debtor and many otlier circumstances and is deducted 
out of the loan and only the balance is paid the borrower. Sometime 
some interest is taken in advance and, if default is made^ the bond will 
he enforced without giving credit to tne interest received in advance. If 
it is not enforced at onoe> a further commission will be taken as if a new 
tiansaction had taken place. The Usurious Loans Act should therefore be 
applied and amended, if necessary, fixing the maximum rate of interest.^ 
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If no accommodation 1.4 ^ivcn» a suit i« promptly filcnl and a deonso 
olitained and if the debtor in a man of |)oaiiioti, he k arreeted. In iome 
caa<^, if attiu'hinent before judgment of the movablee k applied for, to 
avoid the disgrace, the debtor soinehoar manages to satislj^ the elaiin. In 
lUo last resort, the creditor proceeds against tue immovable pro|)erty of tlio 
debtor. 

In the caM? of hunks (litnit*?d) the rate of interest k lower and no com- 
mission k ordinarily taken. It must be said to the credit of tliese haiikti 
that they have brought down the rate of interest wheiover they exist. 
Their number k limited and should be increased. 

Ill the case of the oilier creilitors who are not professional money- 
lenders, the loan is advanced on the security of land and although the rate 
of interest is uioderatc, not being moi-e than 15 per cent |ku* annum, the 
iKind will cKiritain provisions for enhaiict^d interest in case at th?lnult, in- 
Unrest on arrears oi interest, compound iiilerost, etc. It is not always that 
such provisions are strictly enfon'oil. Some ixinceiiMion k usually made but 
here the chief evil k that the ciiHliior waits Imi long, especially li he iHiveth 

the property and very oiten the mortgage is ultimately loreclosed. 

A law niust Ik' passcnl providing that the aggregate interest that may 
be in any single case shall not exceed the principal amount. 

I think many efficient cultivators have become tenanls ami even 

landless labourers on account ot the laudeil property passing on into 

the hands ot creditors who are either noiwmltivating landiords or pro- 
fessiutiui money-lenders who take little interest in cultivation. 8uch a 
process is now going on arid must eertainTy bring ulxmt a eliango in tho 
state of cultivation iiiasiiiucli as such a teipint will have no motive to lie 
industrious ami the laud has a tendency to deteriorate. 

, A law should be jiussod jiroviding that a person Khali not Ik? permitted 
ft> niake fresh acquisitions ot landed property beyond a certain extent in 
any particular locality. 'The (bvil Proeeiiure ('orle sliould also l»o amended 
providing that the decieo-ireditor .shall not ordinarily be permitted to 
purchase ininiovable property directly or indirectly in court sales. Owing 
to the local intiuence of the creditor.s, tlie majority being big laiidloish aiifl 
inouey-leiiders, men ot iiiodorale inean.s are unwilling to compete with them 
as they run the risk ot incurring their dinpleasure. 

2. Market think that the exi.sting facilities tor marketing tho 
principal agricultural [iroduce are not satiUactoi'y-. Take lor example, 
the c*oconut which is the chief raw x>roduce ot the Malabar coast. CkHonuts 
which arc plucked and gathered once in a month uro either sold at onco 
or stored for a tew ivioiiilis. In the former case, they are husked then and 
there. Tho kernel is dried and oil is extracted chiefly hy ineans of tho 
primitive oil mill which is very cheap and ea.sily worked. This is an 
important Malabar industry followed by many people. This is tho chief 
occupation of the industrious Ryrian Christian community, especially in 
the south where it is solely confined to them. They sell the oil in retail 
to big traders who send it in large quantities to Cochin whence it is 
exported largely to foreign countries. The raw husks are also a valuable 
commodity, coir being manufactured out of them. This k also an important 
industry but owing to the innumerable processes of manufacture whicJi 
could be done only in different places, there are more intermediaries in 
this industry than in aii^ other. The raw husks when separated are 
purchased by certain businessmen who again sell them to others who take 
them in large numbers chiefly in boats to the riverside, sometimes at a 
great distance, where they are soaked in salt-water which is supplied by 
the long line of backwater system. There they remain lor some ton month.s 
when they are exhumed and beaten well. The fibre is then extracted 
whidi k of varying fineness, being afterwards twisted into coarse yarn used 
in the manufacture of cordage, matting, etc., which is an important 
industry in England, the Uni^d States and other foreign counirhsi. 
Cochin is the chief centre of thk trade. 

This industry was in a flourishing state in the pre-War period^ but 
during and after the War, there has been much depression, the price of 
beth Sip oil end coir being very low, especially of the former, and there k 
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an inipro^ion that the European merchaiitfi who inouopoUso the trade in 
iKitli the articles purposely keep down the price. As the proeperity of 
the greater portion of Malabar is lK>utid up with this industr>', the matter 
deserves full investigation. 

4. Luful mortgage hanhn . — The compulsory registration of the iustruinont 
of mortgage as piuvitled by liie Kegist ration Act, the provisions of the 
Civil Procedure Code (order XJCl) relating to the sale or iuimovablo pro- 
l>orty and the provisions of the same code (order XXXI V) relating to suits 
on mortgages are some of the legal obstacles to mortgage of land. No such 
bank exists in Malabar to my knowledge but 1 know that some limited 
liability banks were iending money on the mortgage of lands. The practice 
has been, however, discontinued owing to the diiticultj' of realization. It 
is the delay that makes land a had banking security, A banker’s invest- 
ine'iits must all be ^ liquid ’ it licking against all principles of banking for a 
banker to hick up his money for long periods. He is liable to repay all 
ho holds on current lU'count at call and on deposit at fixed intervals or 
short notice. Ho must therefore place it in such a way as to enable him 
to call it in readily and this cissential condition does not exist in the case 
of loans granted on the security of land. 

Another drawback is in the intricacies of the law of landed proiKuty 
which make land niortguges hazardous transactions. 

With all these drawbacks, in the jirescmt backwartl .^tute of the country 
and the low credit of the average agriculturist, land mortgage Ijanks are 
desirable institutions. The difhcuJty is to Work them satisfactorily. First 
of all, undue facilities .should not he given to ficople to get into debts, for 
that will bo encouraging improvidence. It is lunessary, theretore, to 
enquire carefully into the puiqiose of the loan and only bona fide appli- 
cations for loans should be granted. The manugement sliould l>e entrusted 
to safe liantls under Government supervision. There must be a separate 
local directorate or advisory body who should assist the management in 
the disposal of the loan ai)plicatJon.s. Everytliing rlepeiuls upon the per- 
sonnel. On tlie one hand, there is the ri.sk that the paid manager not having 
direct or iininediate interest in tiio prosfierity of the business may not cure 
very much for its fortunes. Oi> the other hand, the rigidity of manage- 
ment may detract from the utility of such institutions. 'J'he manager must be 
made to take as active an interest in the undertaking as if it were Ins own. 
He must at the same time act as if he were engaged in a humauitariuu 
work. Can we get such i>eoplel^ That is the all important question. 

The interest should be us low' as possible and there should, of course, 
be a uiiiiorm rate. The interest must be made payable at fixed periods, say, 
by two annual payments. There must Ikj a summary way of realizing it 
and in tlie case of a State aided hank, it may even be considered whether 
it is not possible to realize it as if it w^ere arrears of revenue and along 
with the revenue payments. In fact, in a long-term credit, the payment 
of interest is the thing. Otherwise, the borrower loses the land and the 
bank the loan. 

In the case of small loans at least a registered document may be dis- 
pensed with and, with the proper safeguards, the bunk may be given the 
power of foreclosure or sale subject to a right of civil suit to the aggrieved 
party. 

The question of the record of rights is full of difficulties and is not 
capable of easy solution. Now'hei*e is it more difficult than in Malabar 
where the average holding is very small, being divided into plots of micros- 
copic dimensions ; but with proper safeguards and under good supervision, 
the village officers may be made primarily responsible for the rcgif»f.ry of 
holdings and to them every transfer should be notified and every i-eference 
in^e. 

The w'orking capital of the projKfsed bank should be derived from Govern- 
ment and other deposits, funds from central institutions and share capital, 
it must be a State aided or guaranteed bank, the Government taking an 
assignment of the mortgage in the event of non-payment, not to sue but to 
realize the security summarily, giving ©v^ery concession to the debiting 
debtor which only the Government with its large resources is cax>able oT 
doing. 
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The Government may organise citxlii imititntionj» oitber in the into- 
rest« of borroirers who can join togetlior ancl foiiiHl cmiit inatitiitionw 
or in the inteitsst of 1oiuU*i*n who can work the concern on iinea similar 
to thoiie of ordinary banks%. The priiuiplc niu^t W to internum' the bMk 
between the borroa-er and the lender, to gunruiitec' the lender againat 
all riaka with a view to aeciiix' reduction of the raUi of inWresit ami «|>read 
the payment over a long periiul, say. 25 yeain, |>i\widiiig for a gradual 
satislaction of the entiix' debt. 

Sa^itaerland furnishes the Wi exain|ile of this co-operative p<jlicy. In 
most of the cantons, |)rivate capitalists rnddorn engage in monej'-lendiug 
transactions. The mortgage and saving banks practically inonopoliao the 
bu.sine!ss, some of the bunks la'ing purely State insiitntitnis, others being 
of mixed typo. This arrangement has cintain tindoubUsl advantages. 
Under tlie direct system of private lending, cuniitorK exercise a mjrt of 
unwholesome influence over the debt^ii's and the n'lations Ihh'oiuo gra- 
dually strained. Men who borrow money from banks do not lom^ ineir 
dignity and indei>enden(v^ to the same extent as wlirn they Iwirrow' from 
private persons. The hank’s relations a-ith tiu' debtor are of the simplest 
and mast business-like cluirncier. Men adio have money to invest m'ed 
not take the trouble of bunting aft4»r debtors, enquiring into their a’orth 
and ultimately going to law to realize llieir claims. Similarly, the man 
W'ho wants to borrow and has mnnirity to otter can go to the banks wdrieh 
help him to Inirrow on vtu'v ea.sy terms. 

Tlie Govrrnrnont may lo‘lp and eonirol tbeso credit institutions in the 
following ways:— * 

(1) Granting a suh.sidv to the reserve fund and Kuhscrihing for tho 
delH'ntiire bonds of the hanks. 

<2) cvempting the hank’s profits from income-tax and their dealings 
from .stamp duti<*s at least during tin* first few years of their exi.stence. 

(d) ordering insfKH'tion of the necouni by its offleerH, 
f4) undertaking or facilitating the woi*k of collrstion. and 
(5> |ierniitting the hank to foreclose the mortgage or sell the mortgaged 
property witlronl going to law. 

ft must lie said at the same lime that there ai*o rertain ei'onomistft 
of unquestioriiihle authoritv who do not appi-eciate the nsefulneH.s of land 
credit. They de|)i*ecate these <r-edit organizations, whether Ht.atc liankH 

or private, on the grouml that th<‘re »m no great sircia! sulvaniage in making 

it easy for small land-hol<i('rs to borrow' money on the security of tlreir 

lands. They would, on tlm other hand, insist upon the adoption of 

measures restricting tin* rii/ht of landownms to borrow money by offering 
their land as security. This is eff<H‘ted in the United Wtatos by what 

are calhHl laws Wlrich scxuirc homesteadH to a certain exitmt 

Ireyond the reach of creditors. 

Malabar is essentially an agricultural., country. Tt is not rich in the 
sense that tliei*e are nmnv men who have amassed fortunes. There nre- 
no extremes of wealth and poverty here such as we have in other dis- 
tricts. Wealth is evenly disf rihuted. there hrdng manv middle class 

pf'oole. In such a country there ts ample scope for land mortgage 
hanks. The difficultv is to flimtice them. The possibility of levying a 
small coniiihntion from land-holders, log and small, the smallest alone 
being exemptcKl, to l>e collected like the land revenue and along with those 
payments may he considered. Willingly most t)f them may not. Why 

not legislate ? 

6. Suhxiffmry huJuafri^x . — There is no doubt flmi due encouragement given 
to industrial pursuits other than agriculture will go far towarda the aolution 
of the problem of unemployment which is particularly grave hmong the lower 
middle clas-se® ; hut there are difflculties which rf^uir© nioro than the orcli* 
nary abilitv and courage to surmount — difficulties which are aggravated 
by the rigid iiv of the caste system which is exhibit^nl in its worat form 
in Malabar. Take spionitig and weaving for example, rnstom permita 
none but of the weaver caste to touch the spinning wheel and the flv-shuttle. 
This prohlem may be said to Have been solved to some extont by the intro- 
dwHion of the eharka which k conswlonid to l>e a dignifted instrument, but 
if T am not mistaken, it i« not very popular. Bpinning is a good domoatie 
industry which reotures better encouragement. Moreover, the work need 
not he done openlv and may be resorted to bv those who want to fiyoid tho 
aooial stigma which is supposed to 1)© attached to it» 
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The other difficulty aliout spinning and weainng is the cost of produc* 
iion. Industry on a small scale has no chance of sticeese owing to the large 
Mdux of the machine-made products of the West and it ia said that with* 
'iffilt adopting modern methods of production, India cannot hud sufficient 
ocenpation for her teeming millions, Prot^ion is therefore suggested 
and whatever be its wisdom, there can be no doubt that the industry can 
only flourish under the l>enign care and assistance of the Government. 
Mr. Chatterton, an authority on such questions says, ‘*To achieve any- 
thing in this direction, industry in the future must be organised in inti- 
mate association with the Ooveriinient and mcasiii^ must be taken to secure 
Indian markets for the Indian producer.’^ Mr. Bruce, the Australian 
Premier, states that he would exclude from the Commonwealth what could 
be made in Australia, and a similar course is even more essential in India. 

The opening of depots for receiving the cotton spun under proper super- 
vision and financed rightly may be one encouragement to the industry. 

Coir-matting and jaggery arc some of the industries of which I have 
fM:)me personal knowledge, hut T cannot at present say how these industries 
can l>e encouraged. However, owing to the low price of coconut-oil prevail- 
ing now, the question of manufacturing sugar out of jaggeiy (coconut) 
may be considered. 

//. — Indigenous Jpankhig. 

1. A l><ink, 'in the proper acceptation of the term, is an in.stitution for 
the deposit, issue and remittance of money and a hanker has been defined 
to he one who honours cheques and collects them. The increase in the 
number of limited liability hanks is one of the most striking features of 
modern economic life and their rapid growth i.s due to two principles — the 
co-operative Kystem and limited liability. The first enahlc*s any one who 
has a rupee to invest bi put it in a joint stock concern and the latter 
affords a guarnnW that he will not in any case be liable beyond the value 
of his share. 

The function of a modern hank is the financing of trade, agriculture 
and industry and although, in performing this useful duty, it earns a profit 

enable it to make a reasonable return on its subscribed capital, it exists 
also for the promotion of public welfare. 

An indigenous hanker does not pretend to do any public good. His 
function is very modest and limited, viz., earning a profit and that as 
high as possible. No doubt he lends. He also succeeds in getting deposits 
sometimes. He also assists in tlie transmission of money by giving drafts; 
but his principal function is lending money. In adverse seasons and in 
peiimls of restricted credit ho lends no helpiqg hand to the needy agri- 
culturist or the small trader who goes to him, much less does he give 
accommodation in periods of financial crisis, not to say. of panic. This is 
a true picture of the Tinnevelly Brahmin money-lenders who are popularly 
known as Miundi merchants’ in Malabar. They n>ny l>e said to he the .Tew’^s 
of Malabar, a imieh-hattHl, miserly, selfish, grabbing money-lending class, 
and like the Jews, they exact the pound of flesh. With money-lending 
they combine cloth trade, especially n peculiar cloth called pavu (lace) 
whicli finds a ready sale in Malabar, being a special production of the 
handlooms of Tinnevellv. There are many such Brahmins in Malabar, 
including Cochin and Travancore. and they suck the life-blood of the 
people. Till recently, their rapacity knew no bounds and during the period 
of the late 'War when tlie money-market was very tight and the price of the 
coconut produce very low, they proved a veritable curse in the land and 
it is only the rising of the banks established on modem lines — small as 
some of those concern.s are and limited though their number — ^that has 
acted as a cheek on their rapacious methocls. 

7. There cannot but lie a prejudk^ against such a class which is chiefly 
duetto the undisclosed state of their financial affairs, their extortionate 
demands and the usurious rates of interest charged. Their system, however 
honest, does not inspire confidence in the public. Most of the con- 
eems lieloiig to individuals who live in distant countries, leaving the 
management entirely to paid agents whose methods of dealing are highly 
questionable. Their business is not conducted on modern lines which, though 
not ttie only sound lines, on the whole inspire lietter confidonce ip l^ie 
community, 
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'I do not know what protection tliia sort of bankem reonire or exneot. 
In fact, it is the public that want proiectiou. Much leas snould any MWl 
or other f^ilitiee be e^rteiided to ibetn. Of course, I am speaking o^iw 
of the typical Brahman money-lender who has not maay redomning . 

ties. Probably, this description will not apply to the Chetti money-lmideiii ^ 
who form a more important community, I nave not much personal knowU 
edge of Utetr methods, Pi*obably» tliey are a l>ctter class. 

It is hopeless, therefore, to expect this class to l>e of service to tlie 
general community and any attempt to improve their system, as it is, is 
hound to fail. It is even doubtful whether it will receive any considerable 
BUpimrt from the particular organisation although they will l>e glad to havo 
outside help. The system should, thei-efore. be chang|;ed, root and branch, 
and banks on modern lines should l)e establi.shed. 

While this is generally true, as T stated, of the typical money-lending 
banker, T have no doubt that there are many publicsspirited and liberal- 
minded hankers who lalmur under .serious difficulties and their system can 
be improved and consolidated so as to l>e of l)etter seiwice to the ('ommunity. 

The first difficulty is. of course, want of capital without which banking 
concerns cannot prosper and when we say that capital is necessary or 
should be incr€»ase<l, it is the same as saying that credit, vi*., power to 
borrow, should l>o expanded and that is exactly what is rcstricl^l. The 
average Indian has not much in the sha}>e of surplus savings to invest in 
hanks either os shares or as deposits aiul the little he has. ho is slow to 
put in banking <’on('erns not nec'cssarily lK>eauso he Wieves they are dis- 
honest or inefficient l)nt chiefly liecause be is not babittiatod to investment 
in financial conconis in the management of which be is neither interested 
nor takes any part. In other words, he has no confidence in them. That 
is a matter of slow growth. If this is the ordinary state of affairs, how 
much more serious should be the situation in exceptional times such as thoae 
of financial stringency or crisis! The vaguest rumour is enough to staH 
a merciless raid on the hank against whi(*h it ih directed, whether mali- 
ciously or not, and, when once it iH'gins, nobody knows where it ends and 
unless the pressure is immediately relieved, the unfortunate victim is sure 
to succumb under the sudden contraction of credit w'hich always accompa- 
nies a panic and he is ruined in most cases for no fault of his and with 
him some of his innocent customers to<». Poes the Indian hanker get aceom- 
niodation in such cn.sesP Tliat is one of the problems of Indian hanking. 

Another is the question of assistance in normal times. The complaint 
is often made that the Indian hanker does not get that assistance from the 
Imperial Bank which it is his right to expect. The Imperial Bank is in 
possession of immense funds of the Government frin? of interest and whether 
it competes directly w'ith the Indian Banks or not. tliero is, it is said, 
unfair and unwholesome cximpetition J)etwe<m foreign joint st^k hanks 
which are assisted by the Imperial Bank and Indian hanks whi^h get no 
sncJi assistance in any appreciable fonn. Coupled, therefore, with the ques- 
tion of encouragement ^ Indian hunks is the further question of the res- 
triction on foreign banks which, on account of their long connexion with 
India, better organization and resources, compete on u.ic^u.il terms with 
the Indian concerns. 

State supervision of indigenous hanks where the same is possible and 
necessary is another problem. 

A still more important problem is that of currency. In the pre-war 
period when. I believe, there was a gold standard and a gold currencTt 
Malabar. I know, was more prosperous and the people had more money 
and better resources. It was when gold went ont of circulation that adver- 
sity set in. This quosticn is, however, for experts, but the fact is there. 

The last hut not the least is the question of the peritonnel, the import- 
ance of which cannot he exaggerated in a matter like this. In fact, nil 
depends upon this. The qneetion, therefore, of the tratning to be 
to th» Indian, inteHectnally as well as morally, should, therefore, MgAgO 
the earnest attention of the Committee, 
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IIL — Inveiiment habit and atiraction of capiiaL 

1. Besides the banks which are only becoming popular, the chit funds 

g alled kuri in Malabar) are the only means Tor encouraging savings. 

^ular periodical contributions are made and in the end tl^ subscriber 
gets a lump sum. This is one aspect of the matter hut there is tlic other. 
Manv stakeholders misappropriate the funds and subscribers are put olf. 
While heavy rates of interest are levied on defaulting subscribei-s, interest 
is paid to subscribers when stakeholders make default Bometimes tlie 
penal provision of the bond are enfort*ed again-st the subscribers who have 
won the prisce. They are <*f)nse(juontly put to immense loss. A law should 
be passed tor i emulating if not altogether ubolishmg these transactions. 

I think that the public have not sufficient facilities for investing their 
small savings especially those in the interior parts. One way of improving 
them is to expand the co-operative movement. 

I think the fieople are .still addicted to the old habit of investing in 
gold and silver, especially as jewels. This is not a pai*ticularly serious evil 
in Malabar where a few landlords of the orthodox class hoard wealth in 
coins and currency notes. This is said to lie the relic of the old insecurity 
of property. It may l>e due to want of confidence in hanks. Land is the 
only safe investment ac(x>rding to their old w^orld notions and till that is 
secured, money remains idle. A few will not part with it even if land is 
available for investment. 
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Written evidence of M.RJRy. M. F. M. RAMAlJUrGA MUOAXJTAB 
Avargal, Member, TinneTelly District Board, Alwarkurichi, 
Ambasamudram Taluk. 


1, — Ai// tctiff urtil credit and credit Jai diHea for small indiutries* 

1. Tho tenant gets advanievs by exeiuting a pi‘u*nute in favour of the 
landlord or luoney-iender ; or the landlord aupplie^^ t^eed and manure and 
recoups the cost with inteiest in kind or money during the harvest. 

The landlord Ikjitows money from the money-lender or from tho co- 
o|>erative society if it exists within his village, 

(c) There isS no ero{» in.suranee till now in tlie ease of failure of mon- 

soon. But a eompany has Ijoen startinl this year at Madras, and iimo 
alone will show how' the t^onijiany is popular with the agriculturists. But 
it is the practice aiming landlords wbo lead money at interest lor eulti- 
vating expenses to get the whole amoniit Mom tiu* Unaius in ease ol 

failure of monsoon ; it must Ih' said in this eonnexion that the sudden fall 

in the price of paddy in this year without a corresponding reduction in 
the prict^ of nil other t*<*reals and jnilses, has benuml>ed the eiiiliusiasm of 
the agriculturists to spend more money <»ii <'iiltivatioii. 

Under the rules irnmed under Act XIX of 18Hd and Act XU r*f 1881, 
Joans for the purchase of seed, grain, cattle, eU .,^ are grunted to the ryoU 

by the Ciovernmeiit. Jlut it .s<HfMis to me that this kind of loan is not 

popular siiut* the maximum period could not Ik^ more than one year. 

The minimum interest charged by the money-lenders is 12 Jicr cent and 
the maximum varies aicording to the urgency or the capacity ol the person 
to pay back the money borrowwl. 

d. Ill 1113^ district the value of the lands de)>onds upon these factors : — 

U) Whether the land in question is dry or wot. 

(2) Whether the soiircx? of irrigation is perennial or intermittent or 
rainfcKl. 

(d) Wliether the nature of the soil is hMimy or sandy. 

(4) Whether the land in question is neither water-locked nor in difti- 
cult reach of water source. 

(.5) Whether the yiehl of the land is sii flic ion tly remimerative fur the 
Jaiiour and the expenses involved in it. 

Ill the ease oi lands sold under eluuse (a), the price is generally far 
below the normal price for want of due [mblicity, wlule in the caae of lands 
under clause (h), the sale price depends ujioii the future possible litigaiiou 
afmut the lamls and easy delivery of possession irom the judguient-oefitor. 
But lands when i>rivately nc»gotiated fetch a gocal price if the vendor ia in 
affluent circumstances. 

The pi ice of the U*st wet Juiids yielding two cio.js varies from Bs. d,flX) 
to Rs. 4,()00 per acre; that of other descriptions fri>m Rs. 1,800 to Rs. 2,000 
per acre; that ot the dry lands fiom Rs. 10 to Ks*. 5(K) i>er acre, 

4. There is no legal impediment to mortgage of laud in mv district. 
The retxird of rights is enforced only in (rertain districts. If strictly 
enforced, the creditor will )>e able to know at a glance tho solvency of the 
debtor. According to the Transfer of Fro|HUly Act, c^i'tain instruments 
are not compulsorily i igistrahle such as sales below R«. 50 ami charges 
upon properties. These should lie made compulsory registrable. Fartli^> 
the atiadunent of projierty by a court order is net communicated to the 
sol>registry office. If atiachi^t made permanent is communicated to 
the Registration offit^es and it is noted in the record of ri|^ts, the creditor 
will havh a full knowledge of the solvency or credit of the debtor. This 
must be remedied by suitable provisions in the Acts in force. 



IL — Indigenov^ hanking* 

there are handi hanks in every village, some with their capital and 
others with loans. They charge exorbitant rates of interest. It is my 
humble oniniou that if there are branches of cooperative batiks in every 
village, the agrieuturists will gain a good deal. 

IlL — lav€»tinent habit and attractwn vf mpital, 

1. People are investing their hard earnings by subscribing to a chit 
either of auction or fixed premium, conducted generally by the local 
hundi bankers. Most of the chit karaswans, namely, conductors, are not 
reliable and sometimes the chit transaction fails for want of sound and 
honest conductors. A regulation is in font) in Travancore that tlie chit 
conductor is to exeemte a security on immovable properties for a yearns 
prise amount and further subscriliers cannot recover any sum due under 
the chit after a year of its due date. If such provision is passed by the 
legislature, .*30 per cent of the suits pending in the courts will disappear 
and fieople will have a safe and sure means of increasing their eaniings. 

The other subject I .should like to deal with is the desire of people to 
invest in golden ornaments. It may be aseril>ed to the want of literacy 
among the people. But it seems to me that the real reason is the want of 
a safe and reliable investment. Money spent on it is dead, carries no 
interest and sometimos its fate value varies. The postal cash certificates 
do not attract their notice because of the very many formalities that have 
to be undergo»io and of the poor rate of interest. 
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Written evidence of M.RJay. V. SB1KIVA8ACHABIAR Avargal, 
B.A., B*L«, Prudent, the South Arcot Co-operative Central 
Bank, Idxnited, Cuddalore, Kew Town. 

1. — AgrkuU uiu! credit and credit fQ€iHtk$ for malt indnjttries. 

1. (ff) Most of the agriculturislH who uroal ready ineinlK^i's of co-opora- 
tire societies ohiain iinaiUH> thnoigh the suHieiii^ and in other cases they 
resort to Ick'hI inoney-lendtM's and petty traders. 

{b) Both fnnn c(>-o|Hnativo soc'ietios and from Government in, Uio 
shape of agricultural loans. 

(f) Do. do. For ceremonial e\[»eiist*s, for payment of kists 
and such urgent e.xpenscs, the agrieiiltui i.sts generally go to soucarH and 
petty tradei-s. 

Lending rates of intoitvsL ehargoil hy the Co-operative Ceiilral Bank in 
this district ; — 

1. On loans issued to societies cm the scf urity of standing erot»s and 
on loans repay u hie in ten nioiiths- 7 per eeiit. 

2. In other cases oi loans made ropayahle from eleven months to *<evcn 
years — 7i per cent. 

The Central Hunks ai{‘ .^atisliiKl with obtaining registercnl pro-notoji 
from the panchayat of smieties and the societies in their tuin ohtain surety 
Imnds or mortgage bonds from tlie memhors. 'I'he former are not gemualty 
registered while the latter are invariably registered, lii the case of mort- 
gage loans, the societies invuiiuhly see that the loans advanctMl do not go 
beyond 50 per cent of the market value of IIk* proiKuties. 

The amount of <apital icnjuired for the various |>urposos stuteil above 
for this district may \n} Hs. 5,(K),<Xl,(KfO. 

It is an admitted fac*t that the agriculfurisis may he he^t iinanc<Ml 
through co-operative societies and each village may he providwl with a co- 
operative society and all willing agriculturists adinitlcHl as memncrs, ('ash 
credit facilities must ho pmvided for t/O all six'ieties, oar-marked for short 
term loans not exceeding the limits markcHi in the by-laws and such facili- 
ties for early dishursement of .siich loans to scHietios must he given hy 

Ckjntral Banks. The stMueties in their .stead must give cash credit au'ommo- 

dation to individual memher.s to meet tlieir short-term iieiHls, To make the 

inein)>er.s of .societies hnal to smi olios is to gno them fiuilities of credit ns 

and when they are in a nec’ossity. Such kinds of cash credit accommoda- 
tion should Ik* given only for the short-term need' of members, eg., (1) to 
meet hoiisehohl exiM.mMss ; v2) to inei*! the expenses o! <‘uUivuiiori such ns 
purchuae of seedj implements of husbandry, etc. ; and f.’l) to conduct potty 
trades. The cash credit must t;lose<! and renewed at the end of every 
han^est. 

In addition to the said I'asli <it*dit accoiinmKlal ion, inciidHTs should Ikj 
giidi fatdIiticH of iKirrowing on the plcxlge of standing crops and on the 
pledge of prmliiee. These loans should be given preferenw to long-terin 
loans. 

Manv of the agriculturists are really suffering for want of siiffieient and 
quick f?iiancial help in times of need. The only remedy i« for the Central 
rinancing Co-operative institution to have money near the door of the agri- 
culturist. This can lx>«t 1»© done by having their ugeneies in all tmuk 
centres where there ate snlMreastiries, places where there are Urban llan|tB 
and also in places which are Union centres. Those agencies must be tind^ 
the foil control of the Executive of the Central Financing Institution and 
invested with powers of effecting collections and dishurseuienta of loans. 

So far, I have Iteen dealing with the requirements of short-ietni credit 
to the agriculturist. His needs do not stop with this. He lias to be freed 
from ilie clutches of the usurious money-lendeiw. As a matter of fact even 



after the inirodticiion of the co*oj>erative movement, the agricnlturiat has 
not cared to be freed from jirivate money-lenders. Ho will require money to 
build houses, to purchase or improve his land, to purchjM cattle, etc. 
Money lent to the agriculturist for bueh purpos^ cannot be repaid by him 
in a short |)en<Ml. Jt has to l>e rocover«?d from him little by little, year 
after year, from his annual income. To eater to his needs financing institu- 
tions of the present system of joint stock banks, cooperative banks, etc., 
will not suffifx*. Bpecial banks, preferably, co-operative banks, giving faci- 
lities for repayments of loans in twenty to thirty yeara on the model of land 
mortgage banks, must lie organized and .started. 

It may not Ikj necessary to lay an^' more stress upon the iiecx»sity of 
encouraging co-operative institutions which are Jiianaged by the |>eople for 
the people. (Government must (^•oiiie forward to hel|> them with finance and 
all tlieir surplus funds n<jw invested in foreign banks such as ‘ The Imperial 
Bank of India ^ free of interest must Ix) divorUxl to co-operative banks. 
When co-o[)eratiye banks are e<piipped with such funds in each and every 
district, the agriculturists in each district area may be supplied with all 
the funds neces-sary at much reduced rates of interest. The foreign banks, 
in spiti? of the (Govern men t’.s nioney fren* of interest, do not like to lend at 
low’ rates of interest being avaricious to earn a fleceiit profit. The principles 
of the co-operative banks are diametrically oi)posite. In .short, the diver- 
•ion of the surplus funds of the Government into the co-operative moveincut 
will surely be ct)rKlneive to the economic uplift of the suffering millions. 

2. The |)resent method of marketing principal crops, such as groundnut 
and j>addy, ar«* mostly in the hands ol foreigners tlirough foreign banks. 
The ryots in tin* distiici are advanced petty sums of money in limes 
of need before the croj>s are liaivested and are bound to .sell all the crops 

only to the lenders at a certain price fixed at the time of the fii-st 

advance itself. In certain casc*s the prices are fi.xtHl as j)er market rate. 
The errops are sold and the advan(e.s made are deducted with the interest 
due, the godown rent due, the conveyaiue chargers, etc., and the balance, 
if any, due is paid to the ryots. The foroigneis are helped by many middle- 
men. By such IV motlicKl of marketing, especially, of the coiumercaal (Tojis 
mentioned aliove, the j-yots are impoverished and the foreigners are enriched. 

To remedy this state of affairs forming of pools by co-operative effort is 
the only way. 

The l>y-Iaw.-5 of co-operativo .societie.s must be amended suitably to allow’ 
small advaiK^es lw*ing made to the ryot throughout the year as uiid w’hefi 

he wants, of course, i>ayiiig due rc^gard to his income, and the memlmrfi 

must be made to lodge tlie produce in the society. 'J’he .society in its turn 
must send the produce thus collected to a central dej>ot managed by the 
societies themselves. Those central de])ots may be located ineferably in 
each co-operative union centre. Tliese central depots may be equipped 
with sufficient gcjdowns, well-protected and well-manned. They must also 
be the (•entral places for the conversion of raw prcxlucts into finished ones. 
Machinery, such as deiorticatori^, oil-crushers, etc., must he supplied to 
them. Tliese central institutions must he linked with the district financing 
Imiik.s and must he acc’ommodated w itli overdrafts up to 50 per cent of the 
value of crops they are able to gather. 

I’liere must he wholesale societies also at the district hcadquai-tei*s which 
must take up all the surplus finished products of the central societies and 
find .sales either in a foreign market or in the Presidency. The profits gained 
by these institutions will lie distrilnited only among themselves and the rich 
will go to the i»ooi’ instead of the poor, as it now’ obtains, going to the rkffi 
and being at his mercy. The poor will dictate terms to the rich and their 
position will 1)0 much improved. 

For the present, attempts are being made for such pooling by co-opera- 
tive effect and they have all l>een alniast a failure, mainly for w^ant of 
ties of finance and competition of foreigners. Restrictions on foreign com- 
petition must be imposed and facilities of finance must be provided for as 
stated above. 

Internal trade is mostly carried on by legal tendei-s. The part played 
bv negotiable instruments, such as, cheques, hundis and bills, are ver^' rare. 
These instruments of credit will be of much use, if the central societies are • 
allowed overdraft accommodations and are allowed to be operated upon by 
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ohequea. The Centrol Financing Institntionfi mmt be allowed io mm their 
owiii notes and must be declared by Government as legal tenders soon after 
they are issued by the hnanciug banks of the district. The Negotiable lustru- 
ments Act. as it now is, needs no amendintnit for the present. 

Hundis are very rare in this district. District (^voperative bank cheque# 
and the cbecnies of the Imperial Bank of linlia, the Indian Bank and the 
National Bank of India are much in vogue, and they nix' cashed at the 
banks upon which they are drawn by tin* innfasKul banks i»jr a nominal dis- 
count of 4 annas per cent. 

Instruments of ownership of giMals and prmlnce (e.g.. railway rt'^'cipt.s) 
arc not generally employed for raiNing money. Tlie ()rodn(‘<»s tbemselvi^ are 
pledged ns securities for raising mon€*y during the proeesN marketing. 

It is not advisable generally to u<lvan<‘<‘ money on the s<HMirity of railway 
receipts, etc., as the ex|KM*UHl artieles are liable (o Ih* damaged in trunHit. 

I have no knowledge of the iiicn.s4Hl waitdiouse system obtaining in the 
United States of America. 

3. The value of land per acre in this distriit is as ii>llows; 

(1) Dry lands on which easunrina alone is raised is about Us. .‘VI to 
Rs. 40 per acre. On lands fit for groundnut cultivation, tlie pri('<^ will 
range from Rs. ItOO to Us. 1.000 per acre, the value being dependent 
upon the possibility of having goo<l ami certain snpjily under wolN that 
would give water through oiheiigiiies. 

(2) Garden lands Us. 100 to Us. 500 per acre. 

(3) Wet laiuls Us. r>0() to Us. l.(KX) per acre. 

(a) and ('*) The valm* of land in (*ovcrnmeiit auction and tliai in 
the event of sale by eourt d4H'rtc arc. much reilnceil a-, ready money in 

demanded and as sufficient pro<lamaf ion of sab* is not generally made and 

in the case of (unit sale thert‘ is no guarantee of title. lnrtuen<H>H of persofiK 
affected by the sale arc also factors, to a certain extent, alfeeting the value 
of land. 

(c) Value of land liy |)rivnle negotiation U almost stiaidy as uoUhI in 
jiaragraph 1. This is much due to the nccommodations given by the vendor 
to the vondtv. In most c.ist.s the vendor will he indebted to the vendcH* and, 
the former being not in a position to pay luick his debts, the latter 
will disjiase of his lands. Sts’ondly. the vmHhM‘\ land may he afljoining to 

that of the vendor who may like to jMirehas«* the land for its worth. 

4. There is imt much legal impf'diment to nuutgage of land and agri- 
cultural holdings except in zamindnri areas. 

There arc a few land mortgage hanks hut they are not working well for 
want of ciedit faeililies. There are agriiultural hanks calU*d agricul- 
tural credit co-opeiative sniictics which have provision lor long-U*rm credit 
for the present. 

These societies admit as tucjuIkts the agriculturists of village^ cnouiro 
into their asM*ts and liabilities and a.scertain their wants. These soeietics 
apply for loans not excc*eding oiie oighth of the net assets of the irjeml>er«, 
to the district central financing co-operative iustitiitions intender? for the 
purpose and get the loans l>y executing a j)ro-n(»tc and disliurs<^ the money 
theniwlves. These finan<'ing institution^ in their turn raise money by 
inviting deposits at low rate's of interest and also by borrowing from 

the Imperial Bank of India and the Apex (N>-o|>erative Bank at Madraa* 

The present c*entral co-operative financing institutions and the apex 
institution, as they arc now (xinstituied. will not »ufl3;ce to deal with long- 
^*'*n credit to the advantage of the landholders and tenants nor is it 
l>o8»ible for the institutions to undertake the business io tluur fuU satisfac- 
tion. .Land mortgage ^ankH at least in each and every taluk (‘cntre with a 
^tra! bank at the Presidency' centre to finance iheiii must Ixj organiaed. 
These banka ranst raise money by delientures and advance sums to ryots 
# at rates n^ exceeding 6 i>er oent. The periods of repayments of sums 
advatie^ should not l»e less than twenty to thirty years. The individual 
borrowing power should not exceed Its.* 5,000. The co-operators of tlie 
pmvmee have already put forth a scheme and it should immediately be 
given efect to, 
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(a) The existing system of the record of rights and title of owner- 
ship is defective. 

Pattas thenksclvcs do not indicate ownership. The system prevailing in 
the French territories, if adopted, will rednee litigation to a largo extent 
and the ownership of the property will be beyond doubt. 

(h) In the event of non-payment, the mortgage bank must be 
supported by law to realise its dues through a simplified process, i.e., by 
giving power to the hank which lends money, to bring tlie properties to Bale 
themselves without going to court and spending a lot of money there. The 
officials of the Co-operative Department not below the rank of a Deputy 
Registrar may also l»e empowered to order foreclosure and dii*ect sale, instead 
of the present dilatory proc<>s« through the Revenue Department, 

(c) There must Ik? a wholesale exemption from all costs to redeem 
the burden on the constituent of the hank in resjiect of charges incurred on 
account of defaulters. 

The working capital of the jiroposcxl mortgage hank should he derived 
from all the three ways. 

The debenture bonds should carry Government guarantee both for 
principal and interest to create confidence in the public. 

The Oovornmont should liave a seat and a voice in the executive of the 
ban a. 

Deposits, funds from central institutions or del>onturo bonds should not 
he raised for more than 4 to 5 per cent rate, of interest. The lending rate 
.should not exceed 61 per cent. 

5. The existing indehtednes.s of the agricultural classes in villages where 
there are f‘ 0 -operative societies can l)e.st be ascertained with reasonable 
accuracy through tho.se societies to whom must lie given the help of the 
village officei*s. Tn phu*es whei'e there are no co-operative societies, the 
Information furnished hy the village offi(‘ers countersigned by some of the 
leading village lyots may be relied upon. In the latter case, the village offioers 
miLst 1)6 asked to furnish figures in the property stat<mient forms generally 
used by co-operative societies to ascertain the existing indebtedness of its 
momliers. The distinctions as required in items (n), (h) and (c) and (a) to 
(/) in the questionnaire may he embodied in the statement referred to 
almve. 

TJie form suggeste<l will sati.sfy the needs completely with a slight 
modification. 

Of course, a large number of people who are efficient farmei*s are being 
turned into tenants owing to enforcement of old debts and the lands mort- 
gaged pass on into the hand.s of creditoi-s. 

Naturally the peasant will look after his own land more efficiently and 
in a better manner than he will look after it. if he is only a tenant. The 
passing of ownership take.s away along with it the nctiinl cultivator’s incen- 
tive to produce more. 

6. Rice-milling, dairy-farming, garden produce and handspinning are 
some of the small industries allied to agriculture. 

The rice-mills driven hy machines must l>e di.scouraged as they destroy the 
vitamin quite essential for the building of the body. Rice-milling by hand 
will be economical and will give employment to niany people. 

Dairy-farming and garden produce will be resorted to by many if arrange- 
ments are made to give facilities for sale at a nearer market for cash such 
as a co-operative sale society. 

Handspinniug is one of the ancient industries which needs only revival. 
There must be sufficient and willing State support. Heavy duty must be 
imposed on machine-made cloths and handspun clothes must be free of 
dutgfi 

If the suggestions given above are carried out, surely the producer will 
get a better return for his produce. 

The abovesaid four items are enterprises which may give employments 
to the farmer during non-cultivation seasons to supplement his income and 
raise his standard of living. 

Co-operative societies are the only best medium to secure the working 
capital for sudi enterprises. 



m 


6. («) ftti mrried on iti mmte In ilib clntlriol 

wiiern pec»!e banging to the Henganthar and weaving clafls liire, Th^ 
Mi yam from petty merchants who get a stock fitnn bigger place«» weave 
mem into clothe and earn their wagi>«. FbiUing in the main Hoim'e erf iiieonie 
in viHagea situated near the sea or Imek-watera, HoinetimeN and practi- 
cally ill some seasons of tJie year they get a large iMiinber of llshes whidi 
are dried and exported t-o other idai'cs. This trade brings in a large proht 
to the peofde. In some canes there are dealers in .Madras adm inaVo a 
decent inconic. 

7. The ImperiaT Bank of India allows overdrafts to co-ov>erniive hanki 
and helps also the tatter in the cxiHection of bills. clie<|ne,s, etc,, presented 
by them. OUier joint stock banks are also helping the csi-ojicrative hanks 
in the collection of efiequea, hills, etc. 

There is enough finance available to mei^i the short-teirn n#HHls of co- 
0 |>eriitive hut to hi4H*t the long^teriu tlu* pn^sent Hnaiu'e adll 

not suffice. 

For satisfactorilv financing the co-ojierativc inovcincnt in the district and 
bringing every villager into tlm inovcinont the cstimuted extra capital 
required is R«. 4 mill ions. 

As joint stock banks are raie in this district, the <xnni>etitIoii is not 
felt. 

Financial (smeessions hy extension of spd'ial excintitions to genuine eo- 
oi>crative societies, etc., to stimulate the growth of ino co-op(*rativo iiiov#* 
inent are quite necessary. 


//. — Tndi{)fnovs Itanking. 

Ho far as this district is coneem<Hl there are very feiv imligenoiis banka. 
Homo Nattukkottni Oliottis were carrying on banking hiisinesH. And 
they ummI to meivo deposits from private individuals at alamt 12 to l.d 
annus per tent per 'mensem and lend the said iiionevs so prm ureil as also 
other horrowinl capital to orivate individuals (diarging them not Ichs than 
15 per cent, sometimes tlu* rate going up to dO per cent. After the 
estahlislirnent of the central and urban hanks in th's district, the indi*- 
genous hanks in the district have ceased to exist, Hat ring this, ! have 
not got mmli information nlKint indigenous lianking. 

ill . — Inrrsfinmi habit and (ittmctiou of (fiitituf. 

1. AI)o«t R«. 2 millions arc the existing hanking n.*sonrccH in this district. 

I am not much aa'are of the rcsourees of the Province. About onedenth 
of this is fouiul us surplus lor tin* present. 

Tho Imperial Bank of Tn^liu, tiu* Distriit Central Bank, the Urlmn Co- 
oj>erative Hanks ihronghotit the distri<*i utid other co-operativ<^ WHUetica 
in the villages and the inutual horiefit fund are giving full facilitien for 
the inveMinent the savings of the putdir. 

(fenerallv the villagers are so |»oor that they find it ditlif ult even to make 
their- two ends inwt and consequently tii<»v hod it difticiilt to save, Alreaily 
facilities to s.nve have Ireen affordiHl through <si-o|>eniiive sfK'ieties to Imlge 
the savings of the villagernen, hut yet the irivestinent hahit is not yet 
i'liltivaterl. Ho far as villagers are coiu'erned, tho little they are able to 
save they invest in the iHircliaw^ of small hits of lands. 

There is n tefi<leney among the people of Imlia to invest in silver iiiid 
gold and th*s i> also one of tlie caiiM*s for tfie paiwity of suviiiga of 
villagers. Ties hahit of making silver vessidH ami gohl jimels on an 
enormous M'ale is one of the many eaiiM*s for the fioverty of this disttiid. 

2, Po#rial trash t ertifictitc*H are not mueh popular in the district. To 
iitereaso tlieir popularity it wiiiires miu*li advert iMonent. Mmt of the |>€*ordo 
are ignorant of the ruics regarding the Hanie. The stringent rules in the 
ea«o of deceased depositora mmt lie relaxed to a certain extent. Tho pout 
office muai bo aatiahed with the crertiheate of heirabip given liy a village 

* magtairate or a Htfh-Magiatraie. 

The rates of interest offered must W a little hl|^er than what ^ay ate 
now, aay 4 to 5 petr cent. 

Ym, savings banks give all possihie faciiHiea to the pubU^ 
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Only the Governtiieiit of&ireni ami the middle c\um p^ple resort to such 
forms of inrestment. The mte of interest offered must he mtsed » Hitler 
soy, up to 4| per cent and there must not be much restriciioits on 
wiuulrairals. 

The eomi>©tition is not felt by banking institutions. 

8. Facilities for purchase and sale of Government securities through 
co-operative banks direct must l>e given. 

Generallj^r, people residing in towns do not keep much money in their 
hands but invest them in banks. The habits of people in villages are quite 
different. They usually lend them to their fellow villagers at a reasonat«le 
rate of interest on a pro-note or on a registered mortgage bond or prefer 
investment in silver or gold ornaments. It is only a very few who 
get surplus money by sale of prcKlnee or througli any other 
cause. As already indicated the villagers are generally poor. They are 
paying almat a third of their income to Government ns kist. keep a third 
for their daily livelihood and pay the balaTic^> to the creditoiH. The exceptional 
few, who are in a prosit ion to put by something every year, invest the same 
in the purchase of small hits of land. 

4. The cheque habit is only in vogue in the distrk't centre where there 
are many educated people. It is, 1 have to say, yet in the infant stage. 

The abolition of stump duty on checjnes has much contrih»ited to the 
gradual growth of cIuh|uo habit. 

Generally the English-knowing peqple use cheques. Co-op?rative 
societies in the inufassul are allowcnl free use of c‘heque.s for effecting transfer 
of money to the district centre and co-operative hunk employees aj‘e already 
paid by cheques on district co-operative hanks, which they present at any 
miifassal bariK ufliliuted to and having transactions with the district hunk 
and get cash. Similarly i)nyinent of Ooveriuncnt servants by cheipu*s may 
promote the cheque habit. 

5. Yes, Banking and investment habit in India is of very slow growth. 

It is mainly due to want of confideiU'e of the people in foreign hanks. 
It is oiilv after the advent of the co-operative movement that the invest- 
ment habit of the |>eople is appiwiaijiy seen. This will l>e still more 
appreciable if the foreign hanks also are Jiidianised. 

No propaganda of Government ivill Iw of any avail with regard to inducing 
the people in the country to invest their savings in productive undertakings 
of Government as there is not enough saving power in the people. 

The branches of the lin{>eriul Bank of India, but for tl^e strong .support 

the Government will he a failure. It is not possible for the hank to 
tap the local rosounvs l>ecause of its apparent low rate of interest. 



Writttii eiriden^ of MJLBjr. A M. EXUnMABWAMl Avargalt 
Mimioipal Oofimoliior, Xarmr. 


1 1 .'—'I ntligenotis bunking. 

To >»egiii with, thoi'o arc 6vo indigciioiiii Imtiksi in ihi» tom ti : <^1) Tbe 
operative Bank, (2) the Coimbatore Bank, (3) the LaMiii Vilui* iBank, (4) 
the Vysiah Bank and (5) the Agrienlturai Bank of India, Litnited, Madraa. 
Baaidea these there are several private hanks of Nattnkkottai Chettk. 

(1) The Laxtni Vilas Hank, (2) the Vysiali Hank and (3) the Coimbatore 
Batik, these thrin* bankH are lending money on iewels and inerraiitile atoeka. 
8o these are greatly helpful to traders only. The interest i$ also moderate. 

Tlie <‘cy-oj>orutive bank grunts loans on movable ami immovable pro|>er- 
tics only to the shai’c-holdcrs. In a way it in helpful to mcrrhiinta and 
ugriculturUtn. To upproarli them for loans in dimcult. They have to 
satisfy .st'veral dir€H.toi*s wlu)se whims and famion in all inaltern it in often 
very diftieult to satisfy. So most of the agrieultiiristn eaiinot bcncAt hy 
the same. 

There is a joint stenk ctmipaiiy ealliHl the Agricultural Bank of India, 
Limited, iiealy stnrttnl and its staH" is 1 ‘ollwting shares and fmi^sonni invest- 
ment boiulN aiul livc*f>t<Kk registration Khnres. Their schetno M>eui« to lio 
goml. but how far it will lie sius'cs.sful in tbosa parts is yet to Ik‘ seen. 
They have not yet iH^guii to grant loans ami there is a big totinour iliat 
their .sUilT has not bi^>n paid for the three inoiiths that have now elapsed 
since its iK'ginniiig. Such joint stock companicH should not Ik? encx^uraged. 

There is also another bank of tliis ty|>e called the National Livestcx*k 
Hogistratioii Hank, it deals only in chit system ami has ap|M>int«d village 
serretaiics who colleeteil money on livesto<k in the village oarlM and now 
it has discontinued that .system without eotii|)enHuting anytliiiig for their 
livestoi’k ifgistration holders. On this ixinsideration the [Kxiple begin to loxo 
their faith in this joint stixk company sysUnn. Hneh joint atoi^k companieii 
are a regular curse Uj the innoceiit illiterate agrieulturista, as they are not 
wmiuetetl pro|>erly . 

The postal savings bank in not very popular in this town, ft reciuitXMi 
some iiimlificatioii as to l>e aeccBssible to every poor man that deairea t« 
invest his savings. 

The private banks of the Nattukottai ( bettis are verv arx^essible to tb# 
imople though they levy exorbitant interest at times. These Nattnkkottai 
Chettis have c-oinpletely understood tho people and l>oldly lend loans to Uioir 
customers. 

8o I can iiineludc that all these hanks make no efforts to hel|i the 
cultivators. The Govei niiieiit wmiUl do well to estahlish a hranch ef the 
Imperial Bank of India here to work on the line that 4eems lies! to the 
Banking Enquiry* Committee to help the poor ryots. It will surely work 
lietter than tlies© indigenous hanks, joint stot'k companies and usurious 
Nattukottai hanks. Or. if tlie |irivjiie lianks are to I# encouraged 

at alt, the Govern meiit should have direct Hupen*fsioit over ihetn once a 
uionth at least. 



Written eridenoe of the Cliiiiglepiit Bietriot Cchopemtiye 
Fedention^ Conjeeverant. 

I, — Agricult'ural credit and credit facilities for small industries. 

1. Th© ^rieulturists obtain iiuanee for expenses of cultivation, for 
payment of land revenue and for cBi>ita( and permanent improveineuts 
either from the village co-operative society if there is one in the locality, 
catering to their needs or, in the al>senee of a society, from money-lenders, 
For capital and permanent improvements the Government agricultural 
Joan is also availed of. 

The co-operative stuiety generally iiclvances two kinds <it loans, one 
short-term repayable within a year and the other long-term which extends 
oyer five years. In both the cases the rate of interest charged is the same, 
viz., u uniforin rate of 92 per cent. The surety ottered and accepted is 
either suretyship on the personal responsibility of two or more members 
or on mortgage of immovable jiroperty. Advances on stand ing crops have 
not become common. 'J’hey are few and far Ijetween. The nioney-lendeis 
advance loans either on pro-notes or on suretysliip according to tlie solvency 
of the clients or on mortgages. The loans are payable on deinuud in the 
ease of pro-notes and in a Jump sum at the end of a specified term of 
years in the case of mortgage ioans^ The interest varies from 12 to 18 
per cent. 

Th© loans advanced (>y Government are spreavl over a num!>er of years 
on equal payments and collected along with the land revenue from the 
agriculturists every year. Government offer hnanee only to this extent for 
agriculture. The Imperuil Bank of India has nothing to do with agricul- 
tural ffiianc'O and does not seem to offer financial aid to agricnltui ists in 
their operations anywhere. If, however, the overdraft allowed to co- 
operative c^entral banks in various districts and also to the J^rovincial 
bunk which in their turn advance loans to rural societies having agricul- 
turists as members can be brought under the agricultural finance by the 
Imperial Bunk, thou it may be concedixl that this hank is having its 
ahaie in agricultural finance, though one would tiiink that this is not 
adequate and in proportion to their nceils. 

The joint stock bunks do not play any part in agricultural finance. As 
stated at>ove, co-operative banks have got everything to do with agriculture 
and in fact they are established to render all kinds of help to the agrieul- 
turistB through co-operative societies in rural parts which look uii entirely 
to the former for their finance. 

The indigenous bankers and banks are lesurted to, only at times, by 
well-to-do landownei*s and these cannot be said to play any important part 
in agriculture. Where there are no co-operative societies money-lenders 
offer financial aid to the agriculturists but not on a large scale. 

Companies dealing in fertilizei's are few and far between and do not 
I'eiider any help except that they sell goods for cash. Money required by the 
agriculturists for their needs in all their operations should be made avail- 
able only through co-operative societies or in other words the agriculturists 
should not stand indebted to any one else except to the local co-operative 
society. To this extent the societies should be strengthened and ample 
fuuds placed at their disposal to enable them in their turn to be the only 
jtintuiciers of the agriculturists. The indebtedness of rha agriculturist 
should be taken over by the rural society by advancing long-term loans 
to him to discharge his outside prior debts and thus transfer all hb 
iiidebt^iiess to itselfr Only this method will eventually confer the benefit 
sought after by the poor and the indebted. Until this is done^ the societies 
cannot bo said to have done anything to alleviate the miseries of the poor 
agriculturists. The agriculturists should be reclaimed and should not be 
allowed to approach the inoney^iendeFs. Under the existing syst^ tiiere 
are moro agencies than one for the fanner to borrow ahd the entire finance 
sliould be left to the village co-operative society to issue long-term loans 
which only would ledeem the ryots from their debtSi 
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There does not seem to >>e co-ordineiioti among the vartmis credit 
agencies including the Gurernnieiit* 

2. The present niethotl. by which the principal crop of the district is 
markete<i, m tlio ^reet sale effected by the producer to the bu^*er ihrotmh 
intermediaries. Each aiul csvery one lieUs Im produto to Uu^ outside 
buyer wlio purchases the produt'C soon after the han^est. Besides, the farm- 
ers am also (*oin|Mpliecl to part with their pro<Uu'e when the market ami 
price am unfavourable to them as thej’ are pressed hard liy their c*i*ditofii 
and have to jiay kist which iollows the harvi*st clase on itjs hc^tds. Thus 

the producer gains %’ery little advantage or Iwneht if not loss. Tliis cun 

la* avoideti and the larincr eimbliHl to s«dl his prodiu.'f^ ti> liis iH'st advun* 
tage if the entire iinKluce in a particular Iwality (nnild bo jKHdeil at a 
cciitral place and arrangeincnts made for their sale to wholesale buyers* in 
a lump through any agency a hich u’ould undertake lb in Imsiness, For 
this business no oilier agemy is iM'tter htUsl than the hwal (HMijierativ© 

society which can easily handle this arrangement. Also, if the agricliiturists 

could Ikj enabled to hold their protliico till the market is favourable to them, 
they would lie imnienHcly iKmehted. For this purpose the ryots should Ik) 
given advances for the payment of kists and other svimlry debts inciirmd 
by ihoiu in raising the crops and this could la* done by no less an rgemy 
than the co-ofieralive stH'ieiy wliieh could make arlvaiu'e^^ cm the 

pledge ot prixliKc scciirtHl ut its gmlowiiH and nfUnwaids adjuHt the same 
after the sales are cfFcHded. If this sysUun could lie intrcHluccnl the fttiineiH 
would derive immense iHMielits. The hwal to-oporaiive MK-icty should have 
godowns for the purpose and take over the produco of its m *mlx’rs whei'C- 
ever necessary for payment of sniulry debts*. lajaiis may lie advanced on 
the produce IcKiged with the scK'iety Ui Ik? rcHHiiiped after sale. The produce 
pooled like this cati be sold wholesale by the co-operative H<M*iely on Indialf 
of its nic*iiibei-s to their liest advantage. This will certainly ntinirnmo the 
iroulile of the agriculturists individually and will tiHor them ail the advan- 
tages sucli as the liest ohlainalilc* prievs by joint sale clfected tlirougli nn 
agent. During the* markc*iing ot the priHltics* the [ircMluc'crs rc*<|Mire udvuiK^es 
for their urgent needs (uid these* should Ik* given by the c'o-ojMUative HCM*iety. 
At |>resent there arc' no such facilitie.s hut ttie sm*ieties Mlimild Im* eiiahlcHl to 
undertake this business hiuI for this iiurpose they should lie giv«»n itU credit 
facilities. 

There are wliulesule buyers of products who arrange piirchaMe.s thrnugli 
interiiicxiiaric^ cailiMl commiHsion agents and in some caua^s inKtioid of cash 
paymeiits they iirraiigc* with hanks where there are such facilities lor pay- 
ment of value thereof the seller. Soiiietinies arrangcunents are alim 
made for payment of value ut the place wdier© they may he enruiled on 
handing over the railway receipt to the hank W’hieh have instructions to 
get the railway reendpt after |»aymeitt of c*ost. 8oiiu*tinies ut the clc^sti nation 
joint stoc'k banks are engageil to i?ollwt the value of prcxluee. This is gene- 
rally done by the banks on beluill of sellers by handing over the railway 
receipt t'overing the consignment to the buyer on payment of the value at 
the of the a^ller. 

For internal remittances there are ampio facilities auch os the usage 
of R.T.H. through Government treasuries, by co-operative baukii, direct) 
remittances by money order, insured post, the using ot chec^ucjs, hills, hunclia, 
etc., which are employed for collection and adjuatinent ot clues. In inter- 
nal trade for collection and payment of money, bills and hundis are issued 
and these come within Uie purview of the negotiable instruments. With 
r<^uction of niamp duty on bills and hundis, probably the use of hundis 
will become more common and popular. Hundis are used only in big oom- 
merciai centres where there are indigenous bankers for joint sto<;k banks 
and they are discounted only in these places by the above * banks^ 

As already stated at times railway receipts are employed for raising 
money during the pi of marketing by arrangements with buyers who 
sotneiinies arrange payments of value of the produce enrailed on presentation 
of the railway receipt to the bank. 

3* The value of land per acre lor different kinds of crops varies from 
rili^ to village according to tiie nature of myps raised^ drv or wet cul^ 
vathm. single or double crops^ irriipiticm facilities, etc-, and so it is not 
possible to fix the value at a oeiiam figure* 



tfhe ralae of land in purchase b 5 ' pri^'ato nogoliation will be higher than 
in the event of sale by court decree or in Government auction for non* 
payment of land revenue. 

4. There doe«» not socm to l>e any iiiijmliin&iit to mortgage of land and 
agricultural holdingK. There are alM)ut 20 land tiiortgage banka in some 
ot the important centre** to provide long-term loans to the agriculturiste. 

They raise their capital througb their shares end issue debonturos w’hich 
are taken up by the public as well as by the Government. 

Those institutions are of recent origin and it remains to l>c seen how 
far they arc to tackle the problem of rural indobt*^dnoi%s effectively. 

Kxperionce lias to be gained before further suggestions could l>e offered. 

(a) None. 

{b) There are already some coiues.sions granted to Hie co-operative 
societies by Government. 

(c) There are no costs. 

Funds for the mortgage banks sliouid i>e dei iveil largely from centrid 
institutions for long periods ns hcII as by the issue of debentures. 

To infuse confidence in tlie niiiids of the public the debentures should 
carry guarantee of some kind by Government, it may be for interest for 
aome tune. 

Govcriunent in this case is not likely to incur loss and as such no steps 
are necessary to safeguard the Government against unneces.>niy Jess. 

Agricultural mortgage banks should raise money hy issue of debeniurea 
repayable, say, after 2ii or 25 years. The rate of interest i*ayable on the 
del>entures shoukl not oxcood (i per cent and the issue of long-Uuni loans 
out of the amount thus raised should not cany interest lieyond 71 f)ei* 
cent. The miirgin thus obtained will be .sufficient fur “its managemenr. 
These banks .should, in turn, i.ssue loun.s to borrowing members for peiiods 
ranging from 21) to 25 years according to the nature of the purxmse for which 
it is liorrowed and the repaying capacity of the borrower. 

5. In order to devise measures for the increase of credit facilities to 
the agriculturists it is necessary to liave an estimate of the existing iu- 
dehtedness. So far accurate figures have not been aviilabii'. Jt is not 
possible to state these figures at pre.sont. In order to obtain this estimate, 
rural co-operative societies may In? a.sked to soiure the figures which could 
Ih> had with reasonablp accuracy. 

This should be distinguisueil from mortgage loans, i.e., loans raised 
by mortgage of immovable property such as lands and houses and loans 
raised by the pledge of movable property such as ornaments, implements, 
produce, etc. 

(<i) to (i). It is not possible to classify the debts according to tlie pur- 
poses enumerated in the question in the absent^' of figures. The ci‘editors 
are the co-operative socneties only to a small extent, Init the majority are the 
indigenous bankers and professional money -leudei's. The co-operative society 
charges a uniform rate of 9^ per eoiit interest which is generally col- 
lected once in six months and the principal is received in parts n<xx>rding 
to the convenioiice of the borrower but witliin the stipulated time. The 
other agencies charge from 12 to 18 per cent and insist on annual payment 
of interest and principal in a luinp sum at the end of the specified term of 
\ears. 

Yes. Through the iiroeess of the enfoixjenient of the old debts ihany 
farinei's ai-e turned into tenants and the landed proi>ei’ty passes into tlie 
bauds of the creditors. 

It is hound to take away the incentive from the cultivator to produce 
more and in an efficient manner. 

^6. At pi'esent there are no subsidiary industries allied or supplemental 
t<f agriculture. 

During the off season w'hen the agriculturist is idle and free fr^ 
cultivation which is for a certain period in the year he may be given 
lities to keep up cottage industnes to supplement the income. iuay 

be done by providing him with necessary credit facilities and au|)fplying 
him with raw produce which^ when tum^ into hnished prodiiota> Moidd 
be arranged to be sold to his best advantage. Regarding the ^disposal ^ 
the produce this is dealt with in detail elsewhoie. ; ; 



To BUpplemeni ibo farnier’s inconw when ho is not engaged in tbo agri« 
cultural operations he may l>e asked to take up weax'ing. as next to food 
eomea clothing in which t rores of the wiiniry's money niv «tmt out. to foreign 
countries. The working capital for tliis idiould lie pixivided hy ntiUcing 
adrances to him which Hitonlu l>e done hy c<M»|>erative inwMeties or the societies 
should arrange to piovkU? him with the whei'ewMthaK such us yarn, etc. 
Again, in marketing the hiiishe<l piXKluc't*. the (nMiperative society should 
undertake the sale of tliis, as his agent, in a suitable market to his licet 
advantage. Tlie cx>ntrHl hanks slnuiUl issue shori*term Uuins t4> the MMaetiea 
for this jiurpose to he utiliwHl in the dishursinnent of small loans to the 
villagers for the encourngement of this itiduHiry. 

6 («> Hand-loom ami weaving can Ik* €*nct>nrag€Hl as thete ai'e fa<Mlitleiii 
for developing this industry. Cotton is availnhie whicli may lie iurnetl into 
clothing and on ac'count of its iinjKirtance next to food this nhouid la> 
stimulated. 

7. The Imperial Hank of India has alhnved overdrafts to the Provincial 
and central banks in the (sv<>|>erniive movement and tlu'se are utilised hv 
the latter to issue Hhort-terin loans and also to provide the iits'oasary fluid 
resource required hy the statute. Beyond this relationship l>etwx»en thd 
Imperial Bank and the central hanks there is nothing else As regartls 
other joint stock banks and indigcnou.s hanks they have nothing to ilo witli 
the c-o-operative hanks. 

I should think pU‘nty of money Is available in the movement for short- 
term loans, hut it is only the long Uuiii eredit which is iKHxv^sary for the 
redemption of the ngiiculturists. At pri*sent long-term loans are not avail- 
able as the finnneing banks depend upon depoRiis only for their finanee 
which is for short periods. Money .should be brought into the movement 
for longer terms, which is possible only througVi the issue of debentures. 

It is not poH.sihlc to give an e.stimate of tin* exit a c apital rwprired. 

There is no (*ompotition between the joint stock hanks and (ho co- 
operative banka. 

Regarding concessions to atimnlate the growth of the cxi-oporutivo 
movement there is already tin* exemption from imsiiin'-tax to the co-operative 
Rocietios. But it is iietxsssary to in(*lude deheuturea issued hy the Provincial 
and the land mortgage co-operative hanks in the list of trust secnirities. 


/ / . — Imlhj e a u u m ha u k i fig . 

1. The indigenous hanks or hnnkers are found generally in the urban area 
and commercial centres transacting the hanking business which eonMiatH 
ill advancing loans to merchants and traders on pro-notes according to 
their fiuamual standing and hu.siiiess inUjgrity, Sometimes loans are 
advanced on pr<>-not€^ execiiUxl hy more persons than one on the basis of 
joint and several responsibility. 

They advance* loans against huiidis of merc’hants generally repayable after 
30, 45, 60 and JK) days after sight, collo<*i bills or hundts drawm by merchants 
on their customers at other pla<:?es tow^ards value of gocKls stipplicMl by them, 
discount such hills of drawtns, allow overdrafts to apprcncxl and triinl 
customers, and advaiU'C loans ngairi.st gcHMls s<x>urtMl in tlieir gmlowns, 

2. Tnasmuch as such hankers exist only in urban areas whiih are also 
commercial centres, they do not generally finance agntiiltural otM^rations 
which are confined to rural areas esr-opt in verv few cases where well-to-do 
landowners approach these hankers and get the neeesaary accommodation 
they may require for the purposes of agrifulture. These hanks are not 
known to finance* even industries of w)iat€*ver nature they might b<5 except 
it lie that they are helpful only to merchants wdio carr>' on tlieir trade on a 
wholesale basis in the manner efiiimerated above. 

The chief sou roe of getting money for these is the hi||ger joint stodc 
hanks or particnlarly the Imperial Bank of India. Besides this, they 
eannot boai^ of any invested capital and the extent and volume of their 
hnslness depend upon the trading and cximmercial activities of the plaoe 
^here they are sittiated. TIh^ could not Ik* assessed as no figures af9 



4d0 


ftrailablo wiib regard to the working of ihe»o banka exeepiii^ the fact 
that most of these banka depend on the Imperial Bank of India for their 
finance and to that extent they have hminesa relations with that bank and 
these may lie said to be separate entities carrying on their work in their 
respective sphere having no link with each other, where there may lie bills 
or hundis to l)e collect^ on acrcouni of trade activities it may be necessary 
for one indigenous bank to undertake the collection of the same on behalf 
of another and to this extent they may have relations with each other. 
Besides this, the indigenous banks do not seem to have an 3 ’'ihiiig to do with 
other joint stotrk hanks or co-operative banks. 

4. The various forma of cr©<lit instruments used by these indigenous 
banks are the hundis which aro generally drawn by suppliers of goods on 
those who owe value for goods supplied to them at a certain number of days 
after date. These are diKCounted by these hanks and money is made avaiU 
able. There are also hundis executed for getting credit accommodation 
just like pro-notes, which are common in character, and rec‘eipts issued by 
them for deposits I'eceived by them. 


At 

pay 



Sample foi'in of hundii, 

daya after date grace days, please 

or Older th« sum of Ra for valne rooeived ip wh . 


for valne of goods sopplied 

Pate. Drawer. 

.Sample form of pro*note. 

.days after date ..J. promiBe to pay . « the sam of 

in words for value received in cash. 


Pate. Signature 

5. Loans are generally granted by thase banks to approved customers, 
landholders, merchants and traders, on pro-notes, mortgages and also on 
goods pledged with them and secured in their godowns. Similarly, to tried 
customers who are mostly traders, they grant cash credit. These are 
generally short-term loans nowhere extending beyond 90 days. 

As stated above, these hanks have no share capital or other substantial 
investments made with them except that they look forward to other bigger 
hanks such as the Imperial Bank of India for accommodation. The rates 
of interest allowed by them generally vary from 6 to 6\ per (smt. 

6. The indigenou.s hanks generally charge from 10 to 18 per cent on all 
loans and advances. 

These banks could be made more useful to the public by organizing 
them better and by co-ordinating their activities instead of leaving them 
to function with limited resources in exclusive spheres. It is a known 
fact that the Imperial Bank of India has immense funds at its disposal 
from Government free of interest and these funds are not utilized at all to 
lielp the Indian trade l>ecause most of the ni.mageuieut, if not the entire, 
rests with those who are alien in character and who have not got the wel- 
fare of the Indians at heart. Besides thi.s, the branches which are opened 
in important centre^j are manned h 3 ^ those who have im independent out- 
look or freedom of action and their hand.s are tied. Everything is being 
dictated from the head office who have no knowledge of the local needs and 
condition.^ and the agents in charge of the branches are also men having either 
no knowledge of the local conditions or have no freedom to carry on tlieir 
husiuess as exigencies demand. The result of this is the funds at the dis- 
posal of the Imperial Bank are not made available for the development of 
the agriculture, trade or commerce either direct or thi*ough the branebea 
opened by them. The branches do not seem to do any useful work and 
in this respect they are one with their head office. Instead of the^ the 
local indigenous banks which possess a good knowledge of the local coiwiTtions 
and needs should be recognised by the Imperial Bank as th^ir atfibts and 
these hanks should be asked to carry on their hanking activitlM bd^idf 
of the Imperil Bank which should supply them with neoessairy lunds^^ 
order to ensure safety, these indigenous banks should be to give a 

guarantee of some amount for the business they do for tfie bank. These 
bankers will certainly be able to do more useful and substantial work. 
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tliese may be started in im^rtant rentrea of attrteuHure and trade. 
Tbrottah mi is agency Kystem, tlie Im|ierial Bank will Im able to do inoi^ 
naefnJ work in the development of Itidiaii trade, as such agents wiH 
always bring their knowledge of local conditions and ex|>erienco to bear W 
their work. These agents may* also l>e asked to collei?t bills and httndja,^^*' 
etc., and advance loans on goods secuied in godowns. In this way tlw 
rat^ could lie made uniform and brought doa*n so as to Wiieht tlie agri« 
cultural community by enabling them to sjwmd more on agricultural 
improvements and also to lieneht the traders. There will also lie economical 
management. 

7. There is not much preiudice against such indigenous hankers who a^ 
of course carrying on banking amrk systematically. They also iHiiidnct their 
business on sound lines as they have a thorough knowledge of their cUenta. 

8. This has lieen dealt with under paragraph 6 supra. 

9. After meeting the expenditure in running the.se hanks and providing 
for other unforeseen events the.se hankers are able to earn substantial returns 
which may roughly be put down at 12 to 15 per cent. 

TO, These hankers are generally able to meet their demands and if 
there should be refusal it should be on account of inHufflcient security 
offered by the clients. They do not suffer for want of capital. 

11. These indigenous bankers may lie made agents of the ctuiiral state 
hank in important places and bwalities. Besides, branches of the central siati* 
bank should also lie opened in each district with dirt^ciors, living in and 
round the locality, who have a thorough knoadodge of the Io<mI needs and 
conditions. The indigenous bankers should la* linke<l with such district 
hanks. The branches with a dinad^irate consisting of the local influential 
men coupUal with Ka-al knowknlge and experwuKa^ of the indigenous hankers 
would command good confidence and he useful. By linking the indigenoua 
hankers with the central state hank as its agents the c'omjietition iKiiweeii 
them will he eliminated, 

12. It cannot he said with certainty that there is a large surplus in tho 
hands of the indigenous hankers, which does not find einployinont throughout 
tho year. 


Ill, — Invrslmfnf hahif. and affrarthn of capUaL 

1. Tliere are i<>‘»t stock hanks, exchange hanks, the Imperial Bank of 
India and also a net^work of co-operative hanks for each district at its 
headauarters as well as town banks at taluk headuiiarters and nidhis and 
lieneflt funds. 

For encouraging savings and investments there are the above hanks 
and also the postal savings hank. 

There is no necessity for improving the existing fm iliiies in the interior 
inasmuch as there are co-o|>erative hanks and soi ieties M'aiUuxxl all over 
which are prepared to encourage savings by arw»pf.ing deposits of various 
kinds suited to almost all kinds of people. 

2. The postal cash certiflentes can he said to lie popular and no steps 
are necessary to popularise them still further or to revise the existing terms 
of their issue and interest. 

The postal savings hank affords all facilities to the public and generally 
it is popular with the lower middle class r>eople who are not conversant 
with other existing hanking facilities. Probably tJiese may he made more 
popular with other classes of people, if the rate of interest is raised and 
restrictions are enforced on investments and the withdrawals of funds are 
modified so as to admit larger amounts being invested therein and withdrawal 
also being made more easy* 

3. With regard t<i the purchase of Government securitiea there are 
ample facilities afforded by Oovemment to many joint stock hanim, and 
the Imperial Bank of India. No special facilities are necessary for 
small agrienltnrista and small investors of the country to take up Govern- 
ment securities as it is donhtful whether they have the wherewithal to go 
in for such investments. 

Besi^ Oovemnient securities there are also municipal and port tmiit 
debentures which are bought by some of the banks. 

64 ^ 
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It IB doubtful irbothor there i» any surplus in the hands of 
groups of people for inrestment anywhere out of the sale proceeds ci ihmt 
produce^ etc., after meeting the expenses and debts incurred by them for 
cultivation and the payment of kist, etc. When the question of farmers 
having surplus in their hands is doubtful, the question whether they lend 
to fellow agriculturists does not arise. 

4. The use of the cheques is at present confined only to those places 
where there are joint-stock hanks, exchange banks, the Imperial BaM or 
its branches. There are also cheques used, not on a very large scale, in places 
ivhere there are co-operative central hanks dealing with current accounts. 
It may l>e said that this is popular with the educated class who invest 
money in the hanks in towns. Merchants and traders are beginning to use 
clteaui^ freely in towns where there are banks. The effect of the 
abolition of the stamp duly has probably contributed to the growth of 
the clieque habit among merchants. 

As stated already educated people with spare money invest in hanks; 
officials and hig traders use cheques. 

6. Certainly the banking and investment habit in India is very slow on 
account of the conservative nature of the people and lack of sufficient 
knowledge to realize the iraportanc?e and advantages of banking and i 
investment. 4 ^ 

As pointed out in some other place the result of the opening of 
branches of the Imperial Bank of India has not been of use to any appre- 
ciable extent to the public as the men in charge of such branches are either 
ignorant of the local conditions and needs, or have not a free hand to 
develop business and afford facilities to the public. They have to look 
forward for instructions for each and every thing from the head office 
where the management rests in the hands of the non-Indians. Hence the 
large surplus lying absolutely free with this bank is not made available to 
the needy agriculturists, traders and artisans even through branches. I 
should say that the opening of branches has not l>een productive of any 
good result ns one would expect out of such a move, 
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Written eiidenoe af UJUBLj. T. PALAKIVBLU BCDDALITAJI 
Arnrgal, Miresdar, Talnk and Dietriot Board Member, Tirarana- 
koil, Saiapakam Poet, Chingleput Dietrlot. 

/, — AgricuHuntl crtiUi amt rrnafit /adtifiei far umall industries, 

1. (a) The agriculturist obtains bnanco from tnorclianis, professional 
iiiouey-lenders and ordinary' rich men. 

The merchunta advance loana on condition that the cro^ gitiwn by the 
agriculturist should l>e sold to them wholesale os soon as uiey are harveat* 
ed at a price 4 per cent leas than its market value. If he fails to satisfy this 
condition t the merchant refuses further advances and enfoi*ees the payment 
of the loan tii rough the Court. 

The loans are advaiice<i for a i)eiiod of tliroi? months on tlie setuirity 
mostly of the crops and laudfxl property. They charge iiitet*est at the rate 
of 12 per cent per annum. 

The agriculturist is a loser in two or three ways in resiH‘ct of tins traus- 
jAction. Jn addition to the iiiteixvst ho pay.s he has to sell the commodities 
at a lesser price. It is but iiuiural that one should have to wait for long 
for the rise in pric*es. Here he is lorc*ed to sell his tx)mimHlity as soon as it 
is harvested and on the spot and is not allowed to w^uit so that he may 
have Uie l)enofit of it. 

The professional nwnet/denthrs advance loan on condition that the 
interest i.s to l>e paid in kind and the principal in cash. The inteii^st they 
charge in kind usually comes to ;i6 |K^r writ j>er annum. And. if during 
any year or years there is lailure of monsoon, he has to pay the then exist- 
ing priw of the quantity of the commodity he has to pay in kind in lieu of 
interest. In that case tlie intere.st ranges from 50 to 00 jan* cent. 

This class of pwplo generally own more money and less lands. I'hey 
lease out their lands for .small rent and live mostiy upon the quantity of 
eommoclity they get for the advances given to the agrk'ulturists. 

In this case he pays an exorhitant raU‘ of interest. Before actually 
getting the advance he never in the least considers whether ho will l>e in a 
|K)sitioii to pay the interest at the stitiulate<l rate and never cares for the 
consequences. ' In the end he suffers badly and is involved in unrepayable 
debts. 

The ordinaru rich nu a advance money on the security of lands and lor 
no definite period at the rate of 12 to 15 iH;r cent, interest being payable 
anuuaLly. 

No doubt, no defcKrt can Ikj attributed to this transaction except for tba 
fact that they are in most cases avaricious and l>ent upon coveting the liest 
lands of their debtors. As a result they press iim p*»or indebtcsl people 
for the wholesale payment of the amount due fiotn them at Much a time 
when they will not be in a position to moot the dumaiid. In the end the 
agriculturist is foix*ed to sell them the coveU^d land Aor a clieuper price 
through private negotiations or tbi'ough the court saleS: 

Although the co-operative societies were started with a view' to help 
the poor agricultural classes, they do not help to a very large extent by way 
of hnaneing them for expenses during cultivation. . 

(b) For capital ami permanent improvements , — He gets financial help 
fix>iu the co-oi>erativ© societies, from the Government under the jhaiid 
Ijiiprovemeiit I^ans Act and from iiioueycxl iwoide. 

The co-operative societies issue short and long-term l^ns for the sink- 
ing of wells and purc!^ase of plough hulls on the security of lands at the 
rate of 10 per cent per annum, interest lanug payable half yearly and tful 
principal annually* He is also charged pcuial interest for default. 

Although the co-operative tnoveincni was started with the best of 
intentions — to help the industriafists and Uie agricultunsts financially and 
to relieve them to a large extent from the worries of luunoui; tnoitey* 
lendm by allowing them easy pari payment and cl^p interest-- they are 
not functioned x>roperly. Most of the people are illiterate or setiii-liierate 



tkud they do not make proper tute of them, lu several cases care is ooi 
bestowed at present on the investigation of title ^ valuation, inquiry into 
the description, identity and record of rights, relating to the lands taken as 
security for mortgage loans advanced by these societies. *l'hey are ho|>e- 
lessly mismanaged, in some cases henami loans are also granted, and in 
most cases hoj^ioss adjustments are effetced and payments are not proper. 
As a result suits are filed, decrees are passed and lands ai-e brought to sale. 

The Oovernmeni issues waragam loans at OJ per cent on the security 
of the lands for a long term, interest and a portion of tfie principal being 
payable annually. The loan is purely intended to help the agriculturist for 
sinking wells and purchasing plough bulls. 

The cheap rate of interest and easy payment by annual instalments is 
really more helpful than that of banks, bankers and merchants, but it does 
not sei've the immediate purpose. To get a loan the application has to pass 
and repass through many agencies before it gets the final sanction and 
if takes nearly a year or more to get the money. Bui for the complex proce- 
dure and delay, it no doubt helps the agriculturist to a great extent. 

The moneyed i>eoplo also advance loans at 12 to 15 per cent on the 
security of lands and for a long-term. 

(r) For failure of monsoon^ for land revenue^ cic.^ the loans ure^- 
advanced by proit^ional money-londens, co-operative societies and, esi>e- 
cially for land revenue, by the merchants. The Imperial Bank of India 
never helps the agriculturist by way of finance for expenses during culti- 
vation ; the only person or persons actually benefited are the mercantile 
and the eommeicial classes. 

The capital required for the various purposes mentioned may be calcu- 
lated from the figures given below either for a whole district or Province. 

(1) The amount of capital required for an acre of wet land — exclusive 
of water-supply and cost of manuie — roughly comes to Rs. 25, and for dry 
lands Rs. 20 in this district. 

(2) For capital and xn^nnanent iinxirovements such as sinking wells for 
lift irrigation and purchase of plough bulls, etc., the amount comes to Rs. 75 
per acre on an average. 

(5) If the above conditions are satisfied, the agriculturist will have no 
necessity to bother himself either during years of failure of monsoon or for 
the payment of land revenue. 

But in some cases where there are no facilities for water the capital 
required will be roughly Rs, 25 per acre. 

Ninety x>er cent of the population of India are mainly living on agriculture 
and also tJiey are very poor. To improve their status and efficiency they 
must have good yield from the lands which must suffice for the wants of 
necessity in addition to some saving. To produce sufficient returns there 
must exist proper irrigation facilities, liberal 8ui>ply of manure and plough 
bulls and other implements necessary for cultivation. 

The irrigation facilities are soinew'hat poor in this district. During 
years when there is^^ailure of monsoon the farmer suiters badly from want 
of water-supjily and the lands are left uncultivated. They are not in a 
position to sink wells owing to financial inability. 

The companies trading in fertiliaers are very few in these districts and 
the supply of the manure is either costly or the manure is not supplied on 
ci'edit to the agriculturist. 

The metliods of cultivation have not been improved. In India the 
efforts hitherto made by the Government for the development of ^ricul* 
ifire and industries have been mainly directed towards the establishment 
of a DepaHment of Agriculture and towards the establishment of lai^e agri-* 
cultural colleges and demonstration farms and central i-esearoh institutions, 
in places to which the rural agricultural population, for the most part 
illiterate and conservative, could hardly have any access. 

Cattle mortality is becoming very severe and preventive measures are 
not sufficient in l^is district. Due to the establishment in this district 
banks by usurious money-lenders from other Provinces even ordinary p^srsons 
have begun to charge higher rates of interest. ^ 



6uggc$ttofu , — Irrigation iucilitic^ must lie improved on a large scaie. 
WUerever possible and necessary, water-supply lixmi rivei's, such as, Paii^, 
ean be effected by the introduction of irrigation, cbaunels, and tUere ai'e 
various and numerous i>ossibilities lor th© same. 

Installation of pumping stations as in Lanka tracts aro necessary and 
essential. 

Agricultural demonstration farms must be ostablislied for every I'ovenue 
firka, and mass education must bo given on a liberal scale. 

Import duty on agricultural iuiplcinonis must be considerably nHlueed. 
Substantial provision is essential tor the t‘onstruction ami mainteuaiu^ of 
good roads and easy cominunieation facilities to the interior tracts. 

Central agricultural credit societies aro evsential for every revenue firka 
and braiiciies for every vattam. Each vuttam is to send two members to iho 
central societies and from the governing body and from among them they 
must select a panchayat of tea memlHUs witJi which an expert ndviiwr on 
agriculture — agrjcuitural denionsirakii' — should be ussociaUHl. It is iieixwsary 
to have strong and eflkieat lirku organijjutions to stimtrlaie the activities and 
place these societies on a more limsinesslike basts, lor the formulation ot 
policy and provision of expenditure and for hnuncing the cultivation 
expenses. Eoans must be is.sutMl ul cheap rates of iiitiUlVit and on easy 
payment by instulments on the »tH*urity til cither the crops or the lands of 
the members. 'J’bcy should al.so Iw given faciiities to advance loans ou 
pledge of gold and silver luiliion or articles and non-perishable trade commo- 
dities. 

The judiciary should strictly observe the I'surious Ilians Act and thereby 
put a cho<;k ou the high rates oi interest churgetl by the inoney-londers 
and relieve the poor agriculturist. 

2. The marketing of principal crops such as paddy, rugi and groundnut 
in tills district is dune liy merchants. The agriculturist just lioforo the 
harvest of crops gets advance irom the merchants for the payment of land 
revenue and other minor expenses incident to the farmer and sells away the 
commodity to the inorchaiit for a price which has already boon scttl^ at 
4 per cent less than the market value. Big compunies and hrnis like Bhaw 
Wallace and V'ulkurt Brothers, have got their agency in every district for 
the wholesale purchase of principal crops like groundnut, and they are run 
purely by foreign capital. 

Central agricultural societies on the co-operative Imsis fur every lirka 
should lie established at select important market centres, and every primary 
society in every urban and rural urea should itiiamxi the cultivation expenses 
of its ineinbers and insist on its nieinbers selling their produce to the socueiy, 
and the consumers’ stores in these areas sliould explore the possibilities of 
mutual help lietwecn themselves in i-espect of their purchases and sales 
respectively. 

Due to w'uni of good roads to the interior tracU trade in not flourish- 
ing. 8o, maintenance of good roads is necessary for the removal of most ol 
the defects prevailing in the marketing of [irincipal crops. 

In internal trade the agriculturist accepts only prompt cash paymenU 
for the commodities sold hy him. A large amount of capital is not forth- 
coming in internal trade due to the conservative miitire and spirit of the 
population. 

In foreign trade ready cash payment L not necessary. Bills of exchange 
or cheques, etc., are a<H‘epled, There is mutual trust amongst the different 
classes of traders, which dws not generally exist , in internal trade, it is 
with th© advent of foreign trade and foreign capitalists that a large amount 
of capital is largely flowing into this country. 

Different classes of banks, bankers and merchants remit money through 
their agents for purposes of marketing principal crops in this district* 

Hundi and bill syst/tjns are not prevalent in tins district on a very large 
scale, and very few know' what a hundi or a bill is. 

3, The value of paddv-growing lands yielding two crops i>er year 
tanges from Ra. 1,()00 to 1^. 1,600 per acre, and that of lands yielding one 
erop only ranges from Ks. 200 to R«. 400 i>er acre. Lands possessing spfiim 
wefls fit for lift irrigatioit and permanent irrigation facilities for paddy 
Cttitivation sell between Rs. 1,500 to R8.,2,000 per aero. 



value of dry laiidti fit fur ragi and groundnut cultivation rangda 
from 1^. 50 to Rs. 150 per acre, and these lands are getierafly rain-fed« 
Landa with welb for irrigation purposes cost from He. 100 to Its. 200 per 
acre. 

The difference in the prices of these lands is clue to tlte difference in soil, 
cheapness of labour, easy eoiiununication facilities and nearness to market 
centres. 

(a) In Government auction for non-payment of revenue an acre of paddy- 
growing lands is valued Ijetweeu Rs. 30 and Rs. 50 and dry lands at R«. 5 
to Es. 10. 

Lands that have been left uncultivated owing to the worthless soil and 
unfitness for good yield have lieeri assigned by the Government to the needy 
depressed classes and soldiers disbanded after the great war as a sort ot 
remuneration lor the services they rendered in addition to payment of pen- 
sions, etc. The yield from these lands is barely sufficient to provide his or 
thoir family with at least a meal per day. Such being the case, they are not 
able to pay the laud revenue regularly every year. In spite of b^ efforts 
through private negotiations either to raise loans or to sell them they (x>ufct 
not succ^eed because of the inaccessibility of their situation to the ordinary 
farmers and the worthlessness of the soil and small yield. Hence the low 
estimate of the value of such lands during Government auction for non- 
payment of land revenue. 

• (6) 111 the event of sale hy court decree the value of paddy-growing 

lands ranges from Rs. 1(J(J to Rs, 3()0 per acre on an average. 

In the event of court sale only the lands of the debtors who are unable 
to pay the debt to their creditors come to auction. The yield is not suffi- 
cnent to help him by way of bnancing bis necessary wants in addition to 
the wants ot luxury. Most of the Indian population are encumbered from 
time immemorial with some so(ual custom, feast or festivals, which naturally 
involve them in good lot of exiK»nditure. On aci’ount of their vanity and 
show' they are not able to cut short their expenditure which overleaps their 
income and naturally involves uiem in debts. The lands taken as security 
for the advance of loans hy their creditors ai*e generally not the worst. 
Hence the difference or higher price for such lands. 

(c) The value of land in purchase by private negotiation ranges from 
Ks. 1,000 to Rs. 1,500 per acre. 

In this case the lands that are offered for sale are the best or the next 
best and possess irrigation facilities, good soil and large yield. There is a 
good lot of competition in purchase by private negotiation. As a result 
they fetch the highest value, 

4. There is no legal impediment to moriguge of land and agricultural 
holdings in this district. 

Land mortgage hanks have only been recently started and they ara not 
accessible to the agriculturists since they are established only in large tow'iis 
and lend money to pei*sons who reside wdthin a certain mile radius from 
the bank. There are no agricultural l>anks. Only the co-operative credit 
societies provide long-term credit to the agriculturist. The maximum borrow- 
ing power of the members of the bank should be not less than Rs. ^000 and 
interest should charged between 6 and 7i per cent per annum. Branches 
should be established in rural areas to provide facilities for rendering finan- 
cial help to the agriculturist, like the co-oi>erative credit societies, on a 
liberal scale. 

Suggestion of measures— Improvement in the record of rights and title 
of owuei'ship, etc.—Village panohayats should l)e orgauiaed and must be 
empowered to maintain proper records with the help of the karnam. Only 
the residents of a narticular locality or village are in the know of all the 
details in respect ot each individual of the village and the properties eom- 
prised therein. The record of rights, etc., must be checked annuaOy jpd 
improvements or alterations, if necessary, are to be made by the panchaj^. 
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Th© wording capital of a mortgage hank should bo deriTcd Inrgolj from 
funds from cefntral instiintioiijs and to ti small extent from do}io«its and 
debenture bonds. 


5. An ostiinat© of the existing iiidebiodneMH of the agrieiiltural elaiis can 
be had from the Registrar's offices, co-operative credit societies and to a Utile 
extent fi-om ordinary iKH^ple. 


The «rtiiTiate of the existing indebtedness of tho agricultural clasaoa of 
a particular specimen village comprising 40t> acres of wet and 25 acre® of 
dry lands, and haring a population of 260 ))^ple and owned bv 20 pangu 
pattadars and 30 non-pangu pattadars is as follows : — 


Pangu pattadars — 


Registered mortgage loans due to private individuals ... 4,000 

Mortgage loans due to co-operative societies 7,000 

Promissory notes 2,0(X» 

Fending in court sale ... 4,000 


Total ... 17,000 


Non-pangn pattadars - 

Co-operative societies 
Private inoncy-lcndcrs 
Bonds 


BS. 

600 

rm 

300 


Total ... l.im 
Total indebtedness ... 18,300 


96 per cent of the debts were incurred for the purm’^s tmniioiml in 
subdivisions a to c, and / to i form only 6 jier cent of the whole indebted- 
ness. 


The rates of the interest charged range from 10 to 12 per cent per annum 
and compound interest is calculaUnl when the interest is not paid every 
year regularly, and payment of debts is enfor(‘€id either through courts or 
arbitration or private negotiation or sale of lands to the cre<liior. 

Through the enforcement of old debts tho landed property passes into the 
hands of the creditor. As a result, a large number of pcfiple who were 
efficient farmers are being turned into tenants for a period or tenants at 
will and it naturally takes awav from the actual cultivator the incentive 
to produce more and in an efficient and l>etter manner. He never evinces 
as much interest os he would in hi.s own land. 

6 . — SuhsidiarU induitrie^ allied to ngricvlturc - 

Bice^tnilling , — Rice mills have f>een founded in lni.sy towns and market 
centres and also in places where a number of roads meet. In addition to 
hulling the concerns' own paddy either raw or boiled for the purpose of 
trade, they hull paddy for hire also. No doubt it in paying during years 
of favourable monsoons and where there is no competition, it is flourishing 
on a large scale for the last ten years. 

Dairy farming , — It is as yet in its initial stage. It exis^ in pla^ 
which are very near to towns and cities where the Europeans reside. Owing 
to the importation of cheap foreign butter and cheese into India the indi- 
genous dairy farming is not able to compete. 

lu India in general the people are habituated to converting butter into 
ghee in the majority of cases and not to using raw butter for household pur*, 
poses. Curds, milk, etc., are produced. The cows do not yield milk on a 
large scale when compared with the foreign cows. Cattle-breedifig is not 
eondneted in an efficient manner. 

Garden ‘It forms only 5 per f‘cnt of the whole cultivation in 

f4j8 province. Vegetables that arc of daily use. flowers and l>etels, etc., are 

titivated. 
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Cotton ginneries and s^ar refineries are very few. T %>%^ar e founded 
and worked by foreign cajpital o^y in certain important disQllpi* wliich are 
suited for the particular industries. 

Suffffestion . — ^The soil in this district is very good for the cidtivation of 
sugarcane, plantains and turmeric and root varieties. People must be 
educated to cultivate the particular variety in the particular soil. 

Kftierpruen to give employment to the farmer, etc . — Mat and rattan 
works, fibre making, spinning and weaving must He intr^uoed and taught 
in rural areas. Industrial uplift is quite necessary and it is essential that 
every village hamlet must he self-sufficing and self-supporting. For that 
the young and the old except the decrepit — as the convicts in Vellore and other 
contra! jails — should try to learn some or all the branches of industry. 

Collection of the green leaf manure, converting prickly-pean? into manut^, 
that is, preparation of synthetic farm-yard manure, plantation of trc^ in 
waste and poramboke lands for purposes of organic manure, and the 
encouragement of cottage industry. 

The best method of securing working capital would be to start a joint stock 
limit^ concern, co-operative industry and lastly from the Government. 

Tn the initial stage share capital will not he forthcoming on a liberal senile 
because of the poverty of the agricultural classes. So it is necessary that 
either the Government or the capitalist in this country should come forward 
with their capital at the outset and summon the resources of the people by 
paying wages, giving them proper tuition and in the long run enlisting them 
os shareholders and thereby increasing their interest in the concern and 
thus enabling them to supplement their income and raise their standard of 
living. We may take the Triplicane Urban Co-operative Stores, Ltd., as 
an example. Though they deal only wdth provisions, it is a unique example 
for other industries to follow its model. 

6-a llandloom and weaving. — Silk, cotton and other yarns are impoi*^ 
into India from Manchester, Glasgow, Liverpool, Germany and other foreign 
countries on a cheaper and on a larger scale. The Indian population could 
not compete in producing yarns. Various are the processej? that have to 
be undergone before these yarns are turned out into cloths, saris, etc.— dying, 
carding and weaving. 

The indigenous population mainly earn their living by working out one 
or other of the various processes mentioned aliove that are incidental and 
uecessary for the manufacture of cloths. It gives employment to both young 
and old and men and women and girls and hoys. Even in the manufacture 
cloths they are unable to compete with foreign merchants. The labourers 
are employed on daily wages and the employer gnins 15 to 20 per cent. 

Fishery . — It was in its initial stages some years back and has now consi- 
derably progressed. Fishes of various species are brought from the sea and 
introduced into big fresh-water tanks. In course of time their progeny 
increase by leaps and hounds. These are leased out for periods of one or 
more years in wholesale. Formerly it was only a localized indufitry and now 
its range increaa^ as a result of the introduction of idrries and easy 
communication facilities. We know of cases where fishes frbm C’hunnampet 
and Cheyyur are brought down to Madras and other business market centres 
for retail distribution. 

Metal industry is very common in this province. There is no village or 
town which does not possess this industry. There are special classes of men 
who are set apart to work out this industry from time immemorial, such as 
the gold, silver, and iron smiths, etc. Formerly various designs in jewellery 
wei^ not known. As civiliaation advanced improvement in the fashions have 
inereased and in addition in recent years machinery has. taken the place o.^ 
manual labour as regards the manufacture of intricate and minute things. 
But the one good purpose served is that things are made in a shorter period 
than before; for example, a long thin flimsy thread in gold or silver is 
manufactured very easily and in a shorhtime. 

Gold is converted into jewels, ornaments and in special cases cups, 
and vessels for wealthy families. In general the goldsmith is the oi^ 
who can work out this metal. Most of this class have a general knei^llBe 
of manufacturing ordinary jewels, etc. There are also experts 
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and e||lci<^l in uuiking hJI ktndi» of ittweU and in and 

titouutiug. Alp^oi tills work Inr ntigi's and Tvrv IV*w canilHi 

invtvit in itfw^^dnstrv. 

^ such as t'liiKs, platijs, tumblci*s, clioinUiis IW ordiimi'V uae 

in sUver have becoiii© the fashion of the day. The ixiorer elamic'fi nialie 
jewels out of silver also. 

lirttsn Qnd gxtfi-mefal. They are mainly used for casting of vessels whicli 
are used by evei^- family, e.g., Gnaiiambika Metal Works. Pnnagal, Limited, 
Kalahasti. * 

iron - (’row-bars, plougliing and otlior ugi ii ultural intpKmu lus me iiMde 
ol iron hv the village hlac^iinths. Iron industries ai-e not uoiktMl out oil a 
large scale excejit hy foreign capital. 

7. The ci>-ojH‘rative banks and other banks and bankeis staiul in the 
relation ol lenders, borrowers and depositoi^. Dining tinu's oi want of 
capital the co-operative banks are given credit by tbc Iihimm ial Hank of 
India at a cheap rate of intertWit and iiKo rtsHove dcjitiNits from tlicni. There 
is no <‘ompetiiioii Udween the c*o-opeiative liiuiks and piint stm U banks in Ibis 
district. 


1 1 . — I nd ige n o u s Iki a f: ing. 

1. The fxintiiofi of the indigenoiti hankers . — They lend money besides 
receiving deposits and deal in gold and silver bullion and siivereigns. 

i4 2. In some eases the indigenous banker finances agriculture by lending 
money on personal 8 ecurit 3 " and in most eases on the security of iintnovable 
property. 

As regards trade and industry the hank or bankers first of all arrive at 
the volume of business of a particular eoiUHun. I'lien money is advaiuMHl 
proportionately to the volume of business on condition that till the loans are 
discharged the concern has to pay the daily or the total monthly Miles to tho 
bank or bankei*s.* 

This is in u way advantageous to Iwith the iiariies. The crtHliior is mire 
of getting his money back within a short period and the d(‘btor also is eiinbled 
to raise capital for profitable busini^^s urgenc.y. 

3. (a) In wrtiiiii easels single, rich individuals invest their own money 
and do lianking business and in most eases two or mori* (>er>ons join togetlim 
and invest business capital. 

(h) Tho volume of their business varies necording to the capital investml. 

(r) Their expenses are not inueh. 

(d) Tho indigenous hanks help one another during times of urgency 
by granting loans at a cheaper rate of interest than that alloweil to ordinary 
borrow'ers. 

Tho indigenous hanks keep fixed and current deposits in the lin|KU’ial 
or co-t>perative lianks and also in joint sbak and exchange banks. The 
indigenous hanks and bankers are allowed loans and even overdrafts by the 
Imperial and other banks. 

The hanks and bankers ndvaiu*e loans on persimal Ms nritv, on pledge ol 
gold and silver, on the security of inarkotable commodities and on the seen* 
rity of lands and other ifiimovablo proi>erties. 

The period for which tho loans arc advan4*ed varies from 3 to 24 montlis. 
In the generality of cases they allow only short-term loans, '(lie rate n* 
interest ranges from 12, to 24 per cent, ('oncerns such as thos<« ol the Nattn- 
kottai Chottis and Marwaris take aw'a.v the interest belorehand or the inter<*st 
is to be paid ©vei'y month or once in 3 months along wdth a part of the 
principal. 

In certain cAses they lend out money on easy terms such as annual pay* 
ment of interest and principal. For long-term deposits the interest they 
allow i» higher than the interest allow’ed on short-term deposits. 

They allow interest up to 0 i>er cent per annum for various kinds of 
deposits thej' receive. 

55 
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6. €!ou 4 ;rutl^ the rate ol inieietit in 15 per mni alao raiigee from 15 

to 24 i»er wiit. Ajid the ratet* can Ik* brought dowu by tlio Cbtahlishiuent 
oi hrku organ iaiHtioiib for agricultural loan and bale pur|iotei$ aa ^imggeated 
in (|uestion 1 (2). 

The rcductiorj in tlio rate will lie a blcb«ing to the agricuHbmt in more 
way« than one, 

7. J’j'cjudicc agutu'»t thcbC uidigeiioub banks exiwtb only to a little extent. 

The dealings of thla class of hanks with their clientele are no doubt 
conducted on b(»imd lines. 

H. IJy iiicaiis of legislative enncitiient by the Govern ineiit this class of 
bankers could la* made more servi<*eable to the c*oin in unity, and the indige> 
nous banking system could la* improved and consolidated by proper mass 
education and the enlightenment of the people who are mostly conservative 
ill spirit and character. 

9. The net return of the indigenous bankers after ihaking allowance for 
all their expenses meiitionod will lie about 10 per cent on an average. 

10. The indigenous banks and bankers are not always self-supi>orting. 

At times they are in want of capital wdien^ they refuse advances. They 
also i*efuso advances when the security offered fs insufficient but in most cases 
they do not advance as much money as is desired by the l>orrower. Tf the 
security offered is unac*ceptahle, they totally relnse loans. 

JIL — Investment habit and attraction of capital, 

I. Tlio rmjierinl Hank of India, joint-.stock hanks, co-operative societies, , 
and private credit concerns and hankers are the existing hanking rc^source# 
in this Province. 

Postal savings hank and the savings hank department in all the hanks 
encourage saving and investment habit. 

All these institutions are in existence only in towns and big villages and 
they are not easily acf‘essible to the people living in interior tracts. The 
existing facilities can he extended to the interior jdacos by the introduction 
of institutions for receiving savings iiivostinent. 

The Indians as a class are very conservative in their spirit and outlook 
and capital is not forthcoming for investment in big business or industrial 
c•oncern, innch less in l>anks. They always like to invest in gold and silver. 
Those wfio are desirous of increasing their wealth invest them on the security 
of gold and silver jewels and ornaments. Others who have enough and to 
spare spend their money in purchasing ornaments, lands, etc. 

2. The Postal Cash Cortificate.s are not very popular because of the 
nnattractiv^e rate of interest and w'ant of proper advertisement. 

The faciliti<‘s afforded by the |>ost office .savings hank are not exhaustive. 
They receive deposits at any day or days of tlie week during office hours 

hut do not allow’ withdrawal more than once in n wei'k. Also the rate of 

interest allowed is not attractive. 

Rich men, business men, officials and few’ careful middle-class people 
resort to such forms of investment. Projier education on a lilieral scale is 
necessary to attract other classes also. 

3. Habits of the various classes of people %oith reference to monies which 

come info their hands . — In general they invest on the lands of their needy 
neighlKnirs and pniehaso them whenever they are offered for sale. They also 
make jewels and ornaments for their family. In some cases they purchase 
plough bulls, seeds, manure and agricultural implements for purposes of 

cultivation. Whenevei* they have hare ca.sh they keep it in tlieir ow’ii 

houses; they do not invest it in banks or with hankers. At times they also 
invest on gold and silver bullion. 

4. (irowth of che/ine habit is not flourishing on a large scale. It is in 
common use only in tow’iis and cities where banks and hankei*s are established 
and among the mercantile and monied claases. The ordinary agricultural 
population is ignorant of what a cheque is or could be. It has not spread 
to the masses at large, because there is no neceasity for them to use the 
same. Only tlie literate officials, rich men and mercantile classes w^ho know 
the advantages of using cheques use them. 



5. it is triic that tie haitkiiig and iitv^>$ttnH>iU hahit is ot vnr.v t^law growth 
tn Indiw, V Tho Indiann are vary coiit^rvativo and are very inuoh afraid of 
invci^tiitg money in hunks and hmmcss cfiinH'ms. They liiive no Itln^ral 

views and ipD proper i^hieution. Most of thorn are lieut U|H>ti purchasing 
laiicis from their savings and capital is iu»t lortlnsnniiig for invi?stineHt in 
Wilks and business i*onet*nis. In addition, by private jnvtvsiineiit on tho 
8€>C‘uriiy of gold, silver and landtHi jiroptriy tliev got nioie ialerest tliMn 
they would by investing in banks and business (olnerns. 

The opening of the branches of the Imperial Bank of India is lienoficial 
largely to the mercantile and <-ominerciul clavscs. It (Uh'-n not liolp the agri- 
cultural population at large. 

The condition of roads in general is very <b‘|>U»i al>li and tin* inaiority of 
the villages in the interior tracts have no easy cummunicatiun. Tnerc an* 
not even gwxl footpaths to tread upon. If linn’ aio good < <iiiiiniiiiication 
facilities there is every po8sil)ility for the pCMjple in remote villages to come 
into contact w ith the outvside \\<nld. On aicount of this dolicicin v <dncalion 
has not spread to ilie masses and most of them are backward and unprogres- 
sive as regards advamemeni in indusiriul. ugiicnltnral and economic pren 
gross. The Revenue Department wbicli is in closer loucb with Ibc rcnii>to 
villages can vouchsafe to the want of roads, cart Iraits uinl easy lommuni- 
cation facilities. 

In, Germany wc hear that after the invention of steam power ami IniM's 
and lorries, lorries laden with munnr<‘ am) other things and implennmfs use- 
fill for cultivation purposes go from village to village ami voluntarily distri- 
liute them on credit to the farmers and take back their priet^ during the 
0^ Wrvest season. 

If irrigation facilities are improved ami imii'ased on a liberal Main 
both the Government and the agriculturist will he greatly henelited, the 
Government hccause it lU’eil not fear having to grant n’missions in land 
revenue during seasons of failure of monsooiis and the agriculturist Ik’cuusc 
he nciHl not fear during any ymir or ycai^ want of rain. 
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/, — Aoiittfi fatal ireilif and credit facdUies for unall ituiu$ii ieB» 

1. («) So fur iXH this district is conceriiotl, the agriculturist does uoi want 
finarufo tor cultivation expenses as such expense's are incurrcxl in kind, 
"Wages l)eing paid in pa<ldy or rice. He keeps a sto(;k of soed necessary for 
his cultivation and us for manure, mostly focal manure is used. In soino 
cases the tenant pays rent in cash, though the rent is payable in kind and 
keeps the paddy or rice for himself for cultivation or monsoon expenses. 
Those who want paddy or rice for cultivation cxjionses go to tJie village 
sow'car from whom they borrow the same agreeing to repay s<M)n after har- 
vest with interest in kind (holi) at I>er cent for three or four tiionth.>. 
which works out at KK) per c-ent i>er aniuim. During harvest the lender 
there and takes away his shaix? in discharge^ of the loan. Co-operative sociev 
ties were started to w ipe away this evil, but as those soc ieties dealt only in 
cash, whereas the agriculturists wanted in kind, they could not benefit iniicli 
by resort to the societies. No doubt by the formation of societies, the rate 
of interest charged by the village sowcar has lK»en reduced, but the system 
of such loans still exists. The statistics of this district would show that 
loans issuc'd hy co-operative scKieties for cultivation expenses were, in 1927-28 
and 1928-20, oidy 5 per cent utid 4*6 per cent respectively out of the totai 
loans issued. Kven tlu»se ouiinot Ihj said to he j>iirely for (‘ultivatif)n expenses 
as in some parts loans obtained for paying rent to landlords by retaining 
the prcKluce tor himself for cultivation e'xpenses are stylcal loans for cultivation 
ex(>enses. 

(ft) The district of South Kanara has got special features as regards 
holding of lands. The district is an ordinary ryotwari tract which is sub- 
jec‘t to periodical rc^vcuiue settlement. The pattadans arc governed by two 
diffc'rent systems of law* — Mitakshura Law* and Aliyasantana Law', and it 
conicl be .said roughly that they hold the lands half and half. In the 
of Aliyasantana pattndars the lands are managed by the seniormost meinber 
of tbe family and bis powers of incurring clebts are limited. Tlie junior 
meml)ers have no right to the proi>erty except to maintenunce out of the 
family lauds. Even when such pattadars want finance for capital expendi- 
ture it is with difficulty that they can get it. 

Both these classes of pattadars enjoy lands largely by leasing them out 
to tenants and only in a small measure by direct cultivation. 

Taking the statistics of co-operative scK*ieties in this district we find 
the |>ertentage of the different classes of agriculturists as follows: — 



1927-28. 

Percentage. 

1928-29. 

Percentage. 

Totiil number of agrioiUturists 
OultirRiing landbmders 

48,917 


46,793 


8,274 

•33 

7,198 

•31 

Koo-oultivating landholders , . 

2,637 

•10 

9,204 

•09 

.tenants « . 

12,776 

•RO 

12,270 

’63 

Field labourers 

1,770 

•07 

1,692 

•07 


So ^ per cent agriculturists eoiiifet of tenants and field 

labourers. The cultivating laadholders cannot be said to c^ultivate all their 
lands for tliwnselves as those cultivating even a small jmrtioii of lands 

are iiiclu«UMl In the nunilier. Among i^ianis there are three classes; Ohal- 
geni (uon-occiipancy), Vaidegeni (for a fixed term), and Mu^eni (oc^cu- 
paney). Tho first class prei>onderates. The ehalgoni tenant bei|a^ a tiliaat at 



will cannot emhark on any capital for iinproyetnonta aa lie is noi 

mire aiieihcr Ite will l*c (bei'c to ilie UKufnict of his iinpinvcitteutH aiul tiks 
lie inis no stx’iirity to offer to ohtuin tiimum'. The mh'oiuI clans ol teiiants 
has no swuritr U> offer to ohlaiii finaiHi^. U is the thinl class of teiiautn 
anil ciiltivatifig iHncilioldors who want ruiatice for eapiial eaiieiidittim on 
iiii{H'ovenient« etc. have only to inortf^at^e their |Moj>ertu>s, in iho 

hi-ht ei^e oiny ii the kxust' cU^mI jiernnts ttlieiiiition. The late of iiiiert*st 
on inort(i^a^e viiiies in IhiH district from « l>er cent to 0 iicr I'cnt lltit 
as tlio mortRagor has t<» i-epay tlic amount in a liimit sum ns the moituact^ 
would not allow rt'payment in iiistalnioiits. the lrt>in»wer fimls d difficult to 
reimy the amount in a lump sum and so further morlauLres the niomnlv 
or sells it to repay the loan, * i » 

In Ollier Ui avoid sueh alienutioiis and in order that ilie landholder mav 
repay UieM> loans in instalments out of his ine<mie. seh et riv-upei ative sne le- 
iies ill this distrkd; are giving loans to memhers up to ‘i.tMKi tunli hu 
improvements to land, cte.. on the senility of iineueumUoii'd imiiiovahle 
prapcity, the amount lieing rcpayahle in annual instalments the maximum 
IHTIckI lieiiig 10 years. The rate of interest ehaigotl hy them is H per eenl . 
The South Kanara Central Hank linaiiees sueh ,so<ioties On issuing; *>n<h 
loans. 


tf) During failure of numMam. it is the tenant classes that suller 
most. If the landlord is lenient and symputhetie. he remits a portion of 
the rent. Otherwise, the teniiiit has to borrow from imy inom^y-leridei or 
a eo-optMutive scK-iety and pay his landlord, if he wants to eontimu* on 
the land. The land revenue is paid hy the jmtlaihn . In eases where liis 
ineoine is In cash, he finds no diffieiilty in paying it. llut if his iiieome is 
in kind ho Imriws either hy pledging his prodrnv or otherwise and pays 
the land revenue, tlio interest ehargofl being generally 121 f<> pvr cent. 

The Imperial Bank and some joint stmk hanks issue loans on the pledge 
of produce. But as they are siiuatoil in important eeinres of the distrul. 
fthe former in the eeiitro of the distriet) agrieiilturists hardly ii'sorl to 
sueh hanks. Co-operative lianks are prepureil to finaiiee siKietn^H ti» meet 
all the demands of tlieir memhers and in phnes wlnni' tlie societies arc' 
working properly the demands of the agrieiilturists have been met hy the 
(*o-o|)erative hank. 

Professional money-lenders and mereliaiits and deaims go to villages and 
enter into forward eontrat^s for piireluise of the prodiiei* and give advances 
to the agriculturists for their needs, in many eases on taking plialgr fpf 
their protluee. 

It is not possihle to give an estimate of the total amount of eapital 
rcciuired for the various purpose’s unless en(|uiries are held in ea< h village. 


The deidorahle eonditioii of the tenant classes espeeijjlx the (lialgeni 
tenants which has been des<ri1>ed above has to Ix’ improved by legislation 
or otherwise. A eo-operative smietv in a village or group of villagiTs is 
the only institution which can and ought to meet all the needs of the 
people iiieluding the agriculturists. .\t present all the eo-(*pei ativi* M>eieti«>s 
cannot l>e said to he fniietioniiig |>ro|>erly. Propaganda work has to he 
stai’ted. The Government are now giving siihHidies to some federatiomi 
for giving training to punehavat memhers. This is m»t Miffic ieni. Propa- 
ganda work has to l>e done in villages for which Goverimient lias to giV« 
liliend .siilisidies for some years. 

Another difficulty experienced in rural eo-opmative Mwieties as regards 
produce loans is the want of iirojier godowns to store the oKKliiee. SoeietiCH 
have no funds to erect gfwlowns and so Government should make grants to 
erect them. 


If these things are done, there is every siope ff>r imi>rovemeiit. 

2 Tlie urineipal crops of this district are nmikeied in some central 
plac*^. As stated alieady. merchants and then; agents go to villages ami 
enter into contract* and UrniR the nreh,^ ,^’'u 

agricuUurists they borrow from the imi)erial Itank oi oUifi Irnnkw uith or 
wltihout pledging' the produce. , , . 

Tt i* through evormrative in«tltntious that i.rmluce may w mai-ket«l 
to tL Imt isf iction and of all con<-ci ucd. gmlown ha* to Iw cretdeil 

at each maritet centre and the produce held hy ^voiKTativ*! wm ictw« round 
Sarcentre XuW bo pooleil in that gotlown. fhere should a central 
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agency to co-ordinate tbe work of the agencies. So far ihij> di^tricri i# 
concerned^ tliere hJiouId Ikj u c^eniral agency in Mangalon? fmni wliere pruduee 
i» cxjKirted. Goveriiiiient should help in the erection of feueli godowiw. 

The (‘o-oiH*rati%'e central hank has to finance lor giving the iux<.^sary 
ailvanttjs. As these Imnks will require more iiiuney for tliis purposic, Govern- 
ment Hhould see that all their departments and the local IxhIics deposit all 
their monies with the co-ofKO*iitive bank. Government .sliould exempt 
operative institutions from payment of money order and insurance charges and 
the limti of Hs, 150 fixed for remittance through treasuries has to Ikj done 
away with. At present hunks afford some faf*ilitic^ for internal remit- 
tan<*eH t4> and from places wheixi tliere are their hranches or agencies, by 
the issue of drafts or cheques on payment of coni mission. 

;i. The value of land depends uimn several factors, e.g., the situation 
of lamf, the need of the borrower or the |>urcbaser. Valuation as regards 
(o) and {h) is .sometimes nominul and* always lower than fr). 

4. The legal inijiediments to mortgage of land have already latm etui- 
merated in rejily to (1). There arc no land mortgage bunks or agricul- 
tiiral bunks in this district. The Co-operative ceii’^ral bank has i.nder- 
tuken finaiU'ing of long-term credit for improvement of land, etc., as stated 
a I really. 

Lund mortgage banks have to be established in each district, but the 
limit of Its. i>er member has to be rai.sed to Its. 5,()(X) and the rate 

of interest ibaiged to them should not bo more than 1\ per cent, 'renants, 
for reasons stated alreatly, cannot get long-term credit, unless their con- 
dition is improved. 

in) It would be better if all tlie names of the partie.s entitled to the 
property are nottHi in the record of rights, subseijuent cbange.s, if any, l»y 
decision in courts, being also noted. 

(b) The mortgage bank should be empowered to auction the property 
if tile amount is not [laid witliin a specified time. 

(r) Xo fees should l>o levied. 

The working capital of the proposed mortgage banks should be derived 
at the initial stage from all the throe sources. The del)eniure bonds should 
curry Government guarantee for principal. 

Revenue Officers should now and then inspect the properties given as 
security and report if the value has in a way diminislied. The title deeds 
may also lie got verified through the Government Pleader. 

The borrowing rate of mortgage hanks should not he more than G per 
cent and the lending rate more than 7-1 per cent. The parties should also 
he made to pay the e.\peuses of the directors or surveyors wdio visit tli9 
]»roperty for purposes of valuation. 

Here below are the statistics of transactions under loans lor discharge 
of prior del>ts issued by co-operative societies in our di.strict — 


Year. 

Total amount < f loaUd 
issued. 

Amount of loans issued 
for discharge of prior 
j debts. 

Percentage. 


R?. 

1 

B8. 1 

1 

1»27-28 

15,18,146 

3,49,543 

28‘06 

1928-28 

16,76,380 

4,29,488 

1 26‘06 

1 


8o. nearly 25 per cent of the loans issued are for the discharge of prior debts;. 

"tJnless their economic condition i.s enquired into and measures devised 
for extinguishing their iiidebtetlne».s, thei-e is no benefit to them. In some 
cases throu^i ccMiperative societies the lenders liave collected their amounts 
to the detriment of the borrowers. Most of these amounts could not have 
Iw^n otherw iM'. 

No careful investigation has been done though casual investigations 
had lioen done in about three villages some years back and it had to 
given up as it was found impossihlo to help them in wiping off tliip* prioi* 
debts. .. 
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<uii Ih> oiiNily oMuim^l whilr inking 1^ 

uiidci iK^diiigH (fi) and (h) i^ndd W easily taken hy whnxm^ U> Ui^ ivciinls 
iti the Regibtraiion The naire ditG<'titt utul the most iin|mrt>atit work is 

preparing i^stinmU^s under lieading {,) hs sueli debts are ts»minc^t. 

Ko far as my knowknige g<x^N. most ol the ikUUs are in renHvi of iUmia Ut) 
and (r) f hose debts are iiiostiy due la the landlords and village taiwcurs. 
The rate « is UdwcHu 12i per ctmt and 25 per wU and inU^re«t 

in being ^be tirineipa! Iroin year to year in some eaM*s. Hepav- 

nienks of debts aie entorcsMl during harvest time when the pisKluts' is ston^ 
in the yard or granary. 

There are many eases where a large nnndKU* of people are Iwdng tuniml 
into tenants for a period or tenants at will by taking usufrUetuarv niort- 
or sale deeds in respevt of their projiert les. There is no imentivo 
in trie actnal c‘Ulti\uior tt> prodtiec more as be is not benebtiHl tberebv. 

* \ f^tiless |H'i niittecl by tlie Hi'gistrar, <‘o-operat ive banks ran have no 
relation with joint stock banks except by way of atH-epting tiieir deposits, 
if an^ . The Imperial Rank has given overdrafts to the M'V 4 *ral ro-ojH^rativo 
hanks and so the relationship is that of a borrower and lender. Tlie Tmpe- 
nal Rank does not even alUnv any interest on ere<1it ba1am'<»s of reniral 
bankf^. 

There are at present no diffieulties in the mat ter of (inanee in the ease 
of c^o-operative soeieties. 

There is no difficnltv in finding rinaiK*<* but only in finding honest workers. 

There is some eompetition In'tween eo-operative banks and joint stofOc 
banks ivitli regard to deposits which tin' latter aeis'pt at biglier rates. 
The}’ have also begun to issue loans on pknlge of firoduecv besides loans on 
personal seenrity though for short perimls. 

Co-operative banks and institutions should be exempteil from payment 
of income-tax, profession-tax and eominission for money orders and insnr- 
nnees. Co-operative lianks should Ik* nntboris(»d to neecmt all kinds of 
deposits from all departments of Government and local lK>dies. T)elK*ntureK 
is.sntxl by Provincial co-operative banks sliould be includeil in tlie list of 
trustee seenrities. 


III. — Jnvfsfinenf hahif ontl oHmeiton of T'fiftitdl, 

1. All tlie joint stock banks and <*o-4>perative linnks acc<‘pt s(‘V(*ral kinds of 
deposits. Post offiei\s also allow savings bunk deposits. The public in 
towns are provided witli all banking fac*ili<ies for investing llieir surpluses, 
but in rural part.s there are none. Such facilities can be extended to rural 
parts through co-operative societies. So doubt people were in the habit 
of investing some amounts in gold and silver, but now lliey liave learnt 
the value of money and so the habit is decreasing. 

2. Postal cash certificates are pojmlar in onr district. The inknest 
rates refpiire revision by way of rediuiion so that tlie inonic’s may Ih’i 
directed to co-operative institnliouK. It is only the middle-i’laKs of people 
that mostly resort to savings bank. The borne safe box deposit K.vsiom ifi 
the only kind of system which can attract jioor people to remit their savings 
as their earnings are by day. 


Government by offering higher rates of interest on Gov’crnment swii- 
rities than those allowed by co-operative banks in some (‘/ises can 1m* said 
to l>e competing with banking inslitiitions. There are instam*<*s w'here 
deposits have l>een withdrawn and invested in Government securities. 

3. Burpluses with the people were being mostly invested on landed 
seeiiritv. though that svstein ha.s now' diminished in tow'ns as there are 
banking facilities there. In rural parts the system of investment on 
landcKl security still continues. If they want their surplus on some future 
date they lend for the time l>eing to others on personal security. 

The farmers lend to fellow agriculturists in kitul at .'WS per cent for 
three or four months, to l.e repayable at liarr^t. Tn 
they invest on capital expenditure for K 

So far as this district is concerned, it can 1^ said that the people have 
-hec^e poorer and poorer. It is onl.v the rich that 

These rwiort to hanks for investments or invest tlieir funds on landed 
security whichever is profitable to them. 



4 . UPMIbo tniiirting of and 111011$ hanks and the aboliiioD of stamp 

duty on cIicnjik^s, |>eo|ile iiro rosoi'tlng <0 rho<|tie a'hieh Is gaining 

|H>pularily. Moht dc*alcr» with hanks asi€» i*lio«nies» No stops necfl ho iakoti 
ioi* proinutiiig tlio oIich(Iic Iiahit as it a ill grow of its own aiTord whoii 
people learn the usefulness of the system. Vernactilar scripts may he used 
in hanking so that all classes of people may resort to H. 

5 . The Imtiking and iuvx*stineni liuhit in JiuUu^ is of very slow’ growth 
as tliere were no facilities for hanking. Now that the number of fiatiks 
has increased the Imtiking and investment hahit is gaining ground. 

The fundiiniental ohjtH't of a c-o-oiwrative institution is to promote thrift 
hy all iiieans and so if pi$ople arc educatcHl by prop^anda work in villages, 
they will leairji the advantages of 4'0-operative societies wheivin | 1 inciiiles of 
hanking and investment are iiivolviMl. ff we arc to ameliorate the condi- 
tion of the rural population our efforts should Ik? centred in popularising 
and strengthening the (o-operative niovenieiit. 

The opening of brunches of tlie lnij>erinl Bank have greatly benefited 
the hank in affording facilities for investment of Government monies. 
These branches have also paved the way for starting more joint stock hanks, 
Tl»e people have also learnt what banking is, 
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Written evidenee of XJa.By. A. VSITKATSSWABA HAO Q«ni» 
B.A., Aeaistant Agent, Bhadraohalam Dirleloa* 


7 . — Agricidfnral rredit and nrdit facilitieg fat jtmaK indusfrifif. 

1. (a) Th© poor uKiiculturists in tho two taluks of tliis tHvisioti obtain 
dnanee from ^ gowxars ' for cultivation expenses and payment of laiul rt'veiuu*. 

(b) Penuanent improvements to the land are ne^iliy^ible in this 
division. 

(c) The poor agrieultiirist approaches tiu* sowenr. In the caa<' of 
advances for seiKl-grain, cent per c*ent of the jxrain advanced in the lihadru- 
<‘halam taluk and 50 i>er t*©nt of the ftrain in the Nujiur taluk of this division 
are charged ns interest in kind, the system being terined as * Sari ' or 
^ Basi Nagulu.’ If grain is advaiu*ed for couMiinption, llu' interest chargetl 
is 50 per cent all over, the time limit- being one year if ntU c’arlii'r. In the 
case of failure to return tho grain with int(*reNt in kind, it is said that m 
some cases compound interest in kind at 50 per cent is charged the next year. 
The interest in cash ranges generally from IK te 24 per rent per annum 
for cash borrowed . In tlie case of h‘Ns solvent agricnitnrists. the sowcars 
saddle them with stringent conditions that a portion of the grain the 
agriculturists liarvest should he set apart for the t‘X( lnsiv<‘ nsc ol tlie sowcar 
at the rate thov (sowcars) <ll<tate. The rate is gemually I'immI at *1 to I 
seers a rupee in addition to the prevailing marked niie in the village. 
The month in which the market price* is tixe*<1 varie*s with the* hiiiel ol the* 
grain harvested. The amemnt is repaiel eith<*r in e asli or in Kend or in 
the shape of cattle in respt'et of eitheos. 

The advances that are paid hy (;overnme‘nt are* mostly unehn- the* Agii- 
cultu ists Loans Act. and indcr the New Hillmm Buies to the Ke,>as b t 
the rvots that resort to borrowing from the* Ciove rnment iindev the Ae t 
are ceimnarativelv few. fn spite of the higher rate ol nite‘ve‘sl the* agneub 
turists 1 -esort to' proicssional iiion<'y-U>n(U‘i-<, tor tlio lo.ison tlioy an- .-umIn 
accessihlt- in or ivltout tlioir native villapes. 

The total amount roiinireil is aliont Us. l.tH>,0(»0 tor tins ilnision, 

Tho naueitv of oanitulists ami hankinp orpani/.alions is the imssil.lo 

u.snry. 

No such apeneles exist here except iiioney-leii<lers. 

2. The sowears in 

to sell and sto<-k the pram in h . they inir- 

viously settled at the time <>f in the Rajahiiinndrv market - 

chase with reference to ,„.„,l,Ke is taken down the river liy 

reservinp a fair marpin of proht. I lie puKliuf 

the sowcars to Rajahmuiidry. 

1,. 's"'!.’';,;:!-. t..S 

finance products during _ ^.V lower rates of interest than 

grain harvested and stocked m g f.w.iiities actnalK existing are ninmst 
those charged hy the sowcars. The fadlitns 

, i from agriculturists ami 

The so weal's who are hankei-s I'''|j’'%,;^";;t.';.,vrs"pav a .small eommis- 

traitsacted. Sample form is attachec . „„„«oKtion» for 

. Tho .r.« I. .hi... "" ’ 

improvements may not be of m itn 

66 
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3. Rfli. 200 Is the value of an aere of land fit for wet paddy and atich 
industrial crops a$ tobacc^o and chillies in the Bhadrachalani taluk. Land fit 
for raising cholara on the river-side is valued at Ks. /K) to Ks. 100. Lauds in 
the interior are not purchased. Lands in the Nugur taluk are inalienable. 

(a) it (h) Prices secured in these two cases are comparatively low. 

(e) This is generally higher than in («) and (//). 

4. Yes. Act I of 1917 prohibits the hillmen against alienation to non* 
hilltnen without previous sanction. Mortgage or sale of agriciiltural hold- 
ings in the Nugur taluk is not permissible. 

There are no agricultural or mortgage banks. 

5. An estimate of the existing indebtedness can lie obtained througli 
registration rec^ords and through accounts maintained by the indigenous 
banker or sowcar who advances loans to agriculturists. 

The debt is invariobly due to sowcars and professional money-lenders. . 

The simple interest chargccl ranges from 1ft to 24 per cent lor cash 

taken os a loan and compound interest is charged only in rare cases. Suits in 

civil courts ai*e generally resorted to for recover^' of debts. 

The landed property owned by the majority of cluasos other than sowcai*s 
has passed into the hands of creditors by sale in court oi‘ liy private 
negotiation. 

The incontivi^ to produce more is not lost. 

6. Thei*e is cattle rearing as a small subsidiary industry supplemenial 

to agriculture in this division. Providing facilities for reserving pasture 

grounds on ‘ Kaneha system.' ready veterinary help in times of cattle 
epedimies, provision of goml breeding hulls mntaining milk stain for eon- 
verting cows into heavy iii dkers arc the only ])ossil)le measures to augment 
the resources of an agriculturist. 

Daio’ farming seem.s to give better einjiloyment to tlie farmer during 
seasons when ho has no work on the farm. 

The best method of securing working capital for such enterprise is 
through rural iH)-operative hanks. 

6. (o) There is lace industry in Dumniagudem under the management 
of Mrs. S. Cain, C.M.R. 

- Thei*e is silk industry on a small scale in Nugur taluk. This requires 
financial support and the help and co-oi>eration of the Forast Department 
in allotting convenient areas having maddi growth for rearing silk worms. 
There ai*e hand-looms in a primitive stage and are not progressing for want 
of eru'ouraging finance. 


7 7 — Jnd i iienovH ha n h in (j . 

1. Bankei*s lend money on pro-notes and sometimes on pledge of jewels 
and lands. 

2. Individual money-lenders make advances for purchase of seed grain 
and enltivation expenses to the needy. Advanc'es are also made for trade, 

6. The rate of interest is about 50 per cent if it is paid in kind to 
sowcars. The rates can be brought down by the introduction of joint stock 
banks and co-operative hanks. 

'fhe reduction does certainly confer gi'eat benefit. 

^ 7. There w much internal prejudk^e but the agriculturist does not betray 
it in the absence of co-operative societies or such other banking institutions 

Yes. Mortgage bonds executed by an agriculturist for a definite amomit, 
say Rs. 2»000, in favour of another may be made a legal security ?when 
presented to an indigenous banker for a loan, ^ 

8. Nil, 



b. An ineonie-tax assessment slioet may perhaps be helpful in respect of 
one bowcar to atisa*er the question. 

10. In many cases they refuse owing to iiisuflicieiicy of working capital. 

11. A brandt of the liiqierial Bank may l»e opened in eadi taluk. 

The indigenous hankc^r aiH have facilities for ojientng tranMactions with 
the Imperial Bank and to draw money from it on credit to replenish hia 
capital. 

12. No. 

///. — I hvetitinettf habit and attraction of capital, 

1. Timber trade. 

2. Very rare in the liaiuls of the wealthy. 

Yes. 

Yes. 

Ofiicials geiiorully. 

The residents of the two taluks ai*e mostly poor. 

3. Money is mostly invested in the purchase of and improvements to 
immovable property. 

4. There is no die<|iie habit. 

6. Propaganda work to educate the iieople is neeiled^ 

The opening of new branches of the Iinj>erial Bank has facilitatod the 
currency. 


Form No. 


oar* ifpoo& 




Date, • 

00092$> '^^V^ooood 


Hs 


Form No. 


(TranBlaiiuh,) 


M.K.tty 

will pay to the order of 

ill words 

it endorsed on the reverse. 


vJlik' 


hate j IP . 

... (the name of the jH^rsoii addit^ssed 

the sum of Its 

and take this hundi buck after getting 


Youff, 


SiifMlurt* 



Written eridenoe of M.B.R7. 6. BALASUBRAHMAVYAiC 
Avargail, Agent, the Union Bank, Iiiniited, TiruTarur. 


//. — y hunlcmy. 

From tlie clofinitioii ot ‘‘ Indigenous liunking*’ pul>lislied in the q,uestioii- 
naire circulated to the jiuhlic, one has to infer tliat the framers had in view 
only the private lianking institutions owned by Nattukottai Chettis and 
sowcars in the jiiovince. If that be so, it would be desirable to |x)int out 
that the institutions of the kind ul»ove referred to cannot be regarded as 
public institutions, as they exist niaiitly lor self-proh leering duoro than any 
public or j)hilaniliropic motives. The sowcars and Chettis only see to the 
best inetho<l of filling uj) their own purses at the painful expense of the 
poor and needy public who liave to resort to them in times of emergency, 
ju tlie uhsence of any organized public institution. No systematic work 
is being done in those firms nor are they properly organised. They have 
no definite rule.N to follow, nor any definite object in view. They may be 
doing hanking hiisiness on the lines of the regular joint stock hanks, uL 
the same time injjulging in w<»rtlilesM sjiecnlations with the aid of tlie 
same cai)ital which woukf consist more of jocal deposits than tlieir peisonal 
investments, coni using the accounts with tiie entries of both the hanking 
transactions and tbost* c<<i( needed with tlie s])ecuIations they indulge in. 

With tlie ab()V(? jireface, the answei's to tlie fpiostionnaire are given 
.seriatim, so that they may he found consistent with the character of the 
iiistitutioirs to which the questions relate. 

1 it 2. The indigenous hanker leiuls out money at almormal rates of 
interest to the needy public with the aid of more local deposits than his 
own individual capital, the interest allowed to such deposits being more 
than doiihle tliat which is allowed by either joint stock or co-operative 
institutions. He dis(.H>unts bills, facilitates the transmission of moneys by 
issuing hundis and does eveiy kind of bunking business that the local 
conditions may require. 

3 (u) One or more capitalists start the hiisiiiess, and tlieir operations arc 
confined to tlie partK-ulur place where it is located and its adjacent vil- 
lages. As already stated, the iudividiiul capital would he far below the 
amount of the local deposits they are somehow able to obtain, and in tlie 
Jong run even that small capital which they call their own would be with- 
drawn, leaving the firm to maintain itself solely by the local deposits. 

(/i) The volume of business will he limited to the extent of the local 
deposits, plus any capital investetl l»y the proprietors. 

(<;) Unlettered, untrained and, in many cases, irresponsible men are 
generally entrusted with the task of managing tliese institutions, the pro- 
prietors residing at their own native places leading an easy-going life, and 
coming to insjiect the places of })usine.ss at Jong intervals. Practically the 
agents who are entrusted with the nmiiageiuent of these firans are given full 
lilaerty ,to transact business at their own sweet will and pleasure without 
any regard lor the consequences. Tlie ex^ienses of management will be 
an insignificant amount given as salary, and a small percentage of the 
l^rofit allowed to the princijial agent who is in charge of the whole 
concern. The agent will take care to see that a decent amount is shown as 
profit ev^ry yeiir, so that the percentage of the same falling to his share 
may be also a decent amount. To achieve this object bad debts would be 
shown as good ones, interest on them calculated and added to the income, 
&Ad thus a fictitious figure shown as net profit, the agent taking immediately 
his share of the same. 

(d) It is difficult for the joint stock or other banks to nscertahfcthe 
financial status of these individual bankers. They do not have any j|5| ||||t 
immovable properties. They have only liq^uid assets. The extent .. 
own capital and t^ extent of the borrowed capital will be difficjn|K|p* 
akcertamed on acc(mnt of their having places of business not 
India, but also abroad, such as Penang, Federated Malay Stii i|J PPIaEOQP 
and Colombo. The capital borrowed or otherwise of one also 

being utilised for the carrying on of business in othw For 

instance, Rangoon branches will be working with the aiqyMrPSe ^oposita 
iibtained in these places. For ascertaining, the aggregai^^ worth Ot an 



iiidiridual, one kah only to rely on ilie ucH.'oiiuia iJiown ky liiiu, mvh aocottiila 
not iHjing certified ky any rt^^ininhikle auditor. If, in spite of the above 
eircuujstanc-f/s. these indigenous hankers aix? able to obtain Biibatauiiat 

a(*eomiiUKkitioii from joint stock and other Imnkers. it is only Imaueio ot 

their reputation, and so long as the\ inaiiitain unitoria I'eputution and 
credit, their iinunciul status is n^gardcHl to sound. The moment they 

lose their credit in a .single place, their reputation in all their phu'Cs ot 

husiiiess is lost, and all their properties are automatically vesteil in a 
body oi trustees or (be Ofiicial AssigiuH*, as may 1 r* diHiileil upon by tlie 
creditors. Their ac(‘Oiints are then st'iutiniiitHl. ('onsolidated statements are 
prepared after many years’ toil, and then it is found out that an iniiiii- 
tesiiiuil iKU'tH.Mitage of dividend can Ik* distribaUnl to the citHlitors. Such 
is the |K>sition of the indigenous banker coming iimler ibe definition ol 
the questionnaire. 

4. A form ot bundi in vogue nnicuig (be indigenous bankers is subjoined 
below with translation; — 


umefTji^iiT admeo'^) *27^, 

Q^€uQistriL&s>^^ irrLD. j/0* €uma Qauts^ujnrr ajjroj um 

cr^^/r (y. to. Qa‘. s. jj/tlo^Co # u^hjpj 0. 6,0u0. ^u/ruj 

^ujojfruSjr^&Dj^tL^Lh (aio^iLJtjif (aafresBrQojjB^rrfT ajaiM iXi^ir/rm 

Gm, (yj. «. drUiUtl iTLoemi^iL ^ Q^C,u^tua it j^ajtTdLCir 
^rrmr^ Q^/SBCi) iMfr^ta 1OO«0 QpSdif^ m/Ljf. 

u /iJfrrm /BUULf €iJUi^a.fL^€ST 30 ^irsir /s^cc:ianji9^') utasreh Qa/rQ^/f^ 

(jy. LD, Oei\ A. irnu^^rj u i^juirir^ 

'rranslution to the above. 

U.M.L.K.. 

Pallatbur. 11 i)- ‘JO. 


'I'o li.M.fi. Subranmanyun Cliettiyar, Ksq.. Madras. 

On dc’imiiid 

.. please pay to S. It. M. Ar, Katban Clietiiur of I 

Thirty days alter sight 

Devakotta or order tin* snin of Hs. o.CKK) (rupees five tlioiisuiKl only) y 
with interc'st at 9 per cent jier annum 

— „ „ the amount to tuir 

at the current Madras rate of interest 
account. 


Jt will U» noted that (he ab(>ve form eontuin.s (lie variety of tile (eriim 
iisiod in the hundis. It is also usual to note the joirpose for which the 
hundi is drawn in the iiistriiinent itself. 


It must he Jieie staU^d (hut the provisions cd the Htamp Act aie complete* 
)y ignored and many cases where mere one anna stamps are being used 
ill ciuses ot UsaiUK* bills can easily be detected. This leads to a variety of 
inconveniences to the well-organized joint stcKk banks who have to insist 
uu the custoinei-s to adhere to the provisions of t)ie Btaiiip Act. For iirstance, 
ijierc;hants in tliis district arc drawing draits on CoIoiiiImi wliich are made 
payable oidy after a stipulated periocl. In some cuisi^a they tnuko mcnition 
of the t>eriod of paymemt in the iiistruineiit itself and affix only au ordinary 
one anna stain]) to it. The hundi luercdiants who have theur own agencies 
ut Colomlio ac'cept such instruments, and send them to their bratudieH at 
Coloinl»o and collect the amounts charging of c'ourse a reasonable coinniis* 
«k>n for the trouble they take. The merc^haiits drawing such hundis are 
saved the value of the ^titanip pai>cr they may have to use in case they desire 
to .negotiate such bills through uie joint stex^k banks. Thtn kind of unlawful 
a© without the knowledge of ill© authorities by the indigenous haiiken 
« with the work of the joint stock institutions to a considerable 
is not c>ut of place here, an investigation into the inatter 
‘^Sveniment may Ije made and the culprits dealt with in the proper 

;enoUs banker lends out moneys to the puliltc at abnormal 
, the niiniinum rate never falling below 15 per cent and 
;omg as far as 36 per cent acc^ing to the need and 
borrower. In addition to the abnormal rate of interefl 




cluirgod by him he inAiets on the interest being paid in advance and the 
same is deducted at the time of the disbursement of the loan. He further 
makes the borrower pay a small sum — about one rupee — ^towards a charity 
fund called mahamat fund. In certain cases the payment of interest ii» 
advance is left out of credit and suit instituted for the full amount includ- 
ing the interest amount taken in advance at the outset. He also oi>ens 
current accounts for his customers and allows overdrafts to tlieiii, the 
interest, of course, being abnormal, as in the case of loans. 

The indigenous bankers fi-cely lend to each other, a current late 
l)eing fixed for the same from time to time according to the exigencies of 
the money market, in the same manner as they fix the lmi>erial Bank of 
India rate. They get ncc'oiiiiiiodation in the Iniperial Bank of India and 
other joint stock banks, one banker standing as surety to the other. The 
privilege of cross credit that was being till lately allowed by the Imperial 
and other joint stock hanks was very helpful to them, and the diwontinu- 
ance of the same by the Imperial Bank, which is gradually being followed 
by the other bunks as well, has too iiiueh interfered with their smooth 
sailing. 

They allow per cent interest on current deposits and 7\ to 9 per 
cent on fixed deimsits according to the period of the same. 

6. It is the agriculturist that falls into the trap of the indigenous banker 
more than other j)eople. As was already .stattnl, the minimum rate chargeti 
by him is 15 per cent. A small amount borrowed by the agriculturist from 
the indigenous banker at the outset for . agricultural purposes increases 

gradually bj^ the ac*cunnilation of interest and the incapacity of the agricul- 
turist in liquidating the loan out of the sale prm*eeds of the following 
Jiarvest owing to the insufficient yield, and the seeming indifference of the 
sowcai' — tlie indigenous banker — in realizing the amount on the due date 
result in the swelling of the borrowed amount to such an extent as to make 
the borrower unable to liquidate the accumulated sum without being obliged 
to sell away at least a portion of his lands. 

The moment the indigenous banker realizes the position of tlie borrower, 
ho brings pressure to bear on him and the result is that the agriculturist 
has to sell away his lands tor a considerably low price to the banker 
himself. 

Mere money-making machines a.s these indigenous bankers are, any 

attempt to mend their system with a view to bring down the high rates of 
interest would l>o futile. However, having regard to the fact that t!io 

Banking Enquiry Committee is established with a view to improve the 

condition of the indigenous banker by bringing about a l>etter organization, 
it may be suggested that a inaximuin rate of interest should be fixed 
foj’ the granting of the loans with severe penal provisions tor getting 
any higher amount in any shape whatever from the borrower. Their acc-ounts 
may be subjected to compulsory audit by independent auditors appointed 
by the Government. The fees of the auditor should l>c fixed by the Govern- 
ment themselves at the outset, such amount being made to be remitted 
by the indigenous banker to the Government from whom the auditor so 
appointed should get the amount. One of the functions of the auditor 
should be to make local enquiries with regard to the method of business 
carri^ on by the indigenous banker, and he should further verify the 
correctness of his accounts with close reference to the documents obtained 
by him from the bon*ow’ej*s. 

If by effecting the above improvements, the agriculturist is enabled to 
get advances at reasonable rat^ of interest, his position is sui'e to improve 
and he would be considerably relieved of the trouble and anxiety. 

7. Surely there is a strong prejudice against the indigenous banker, 
who is a mere exploiter, having absolutely no mercy on the poor ryot. 


They (the indigenous bankers) are sufficiently protwted in law, in the 
absence of any penal provisions for their exploitation. 

The answers given to the pravious questions contain the replies, th l^e 
remaining portion of this question. . / 

8. Any attempt to systematise the working of the institutions 
no usefuf purpose, as they will not subject themselv^ to any kind ol ^ 

Stic work. And any extent of penal provisions will hav 
effect as any trespass on their part cannot be detected. 
supposing the Act prohibits the lending of moneys beyond 

S eroentage ; the indigenoi^ banker will take care to * 

i fixeottted oonsisten 
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pfOTided for in the document beforehand and that amount will not ftiid % 
place anywhere in his account l>ooka, although, as a certain philoeoplmr 
of tile present day has stated, his money will be noiiseless^v multiplying like 
malarial moaquitoee bred in the stagnant cesspool water. 

The remaining portion of Uiia (|uestion need not be ansu'ered for rensona 
contained above. 

9. In spite of the abnormal rate of interest charged by the indigenous 

hanker his average net profit every year falls at times even Indow that 
percentage m'hich any welUmanuged joint-sUwk hank w mid The 

reason for that is that loans ar^ granted witlimit due regard to the proi^rty 
qualifications of the borrowers, nor do tliey care for their respeciahility. 
Persons having self-respect w'ill not report to those individuals. So the 
majority of the pei*soiis going to this class of indigenous hanker« are only 
persons having no reputation to hvse, ConsiKpiently, had dt‘ht« m‘our more 
frequently than in the case of joint stock institutions. Their justification 
for the high rate of interest charged hv them is that they have to frequently 
write off the had debts. However, there arc instanies to slum that wdth 
a small capital, sav Rs. 5.()(X), invested at the outset in private hanking 
business some of these indigenous hankers have licen able to amass more 
than a lakh of rupees within a brief period of fit teen vears. The exorbitant 
rates of interest chargtKl by them on the loans they advaiu*e to their 
customers, with the help of not only the small capital investi'd by them 
hut also of the local deposits they are able to get. and the priideiu^e exercised 
by them in the management of business enable them to make MU‘h a largo 
profit as mentioned above. 

10. Yes. They siieoessfullv manage to meet nil the legitimate demands 
for aeeommfKlation. unless it.be ou'ing to the unacceptable nature of the 
security offered. They do labour under the difficultv of insiifllicient capital 
occasionally but iinsystiMiiatic ns th€\v are throughout, thoir evasiveness in 
the matter of meeting the demands now and then does not very inueb affect 
their business as the customers with whom they (b'al are generally unbusi- 
nesslike and ignorant. 

11. HcM‘e again an unpra^ticil metb(»d has to he suggested. The value 
of setting apart a portion <»f their annual profits toa^ards a Reserve fund 
and to allow the Keserve fund t^i aciumiilat<^ indeneiulent of the general 
working capital bv investing die same w*parate1y either in G.P. notes or as 
fixed deposits with his banUers is not niqtreciaied hv them. If they do so 
and cause their accounts to Ik» audited and ccrtificMl hy an indonendeut 
auditor as .suggt^iod in the answer to (|Uesiion 0, then the indigenous 
hankers would Ik? in a position to acquire some status in the financial world 
which w'ould he followed hv their being linkcMl with the central money 
market and provincial capitals. An investment of a docent proportion of 
their working capital in G.P. note's and tlie rmblication of their annual 
statement of accounts in tli.* manner explained above will be a progress 
made by them in the right dii-wtioii. Their being recognij^ed as factoifi in 
matters of ecmtral finance wiU depend on tlie nature of their financial 
[Mwition as exhibited by the stntement ol accounts publishcwl. 

Ycr. The establishment of a branch of a joint stock hank <»r of a (Umiral 
Reserve Bank w'ith a local diro<*tc>rate or advisorv hoard will he useful to 
the indigenous banks of the type above mentioned. 

The answer to the lattcw part of this question is contained in the answer 
given to the main question. 

As for competition of a joint stock bank w'itb the indigenous banker, 
it depends on tlie morale and character of the latter. 

12. No. As far as the southern districts of the Madras Presideiie” 
are concerned, public confidence in indigenous bankers of the alnive t;^q>e 
has been loist owing to frequent and numerous failures of many of them 
and c?onsequent heavy Ibss incurred by a variety of capitalists here. Tiie 
Joss of confidence in the indigenous hankers has resulted in the withdrawal 
of the inon4^ invested *«ith them hy the capitalist public and its deposit 
with the joint stock hanks who as a consequence suffer from the glut. TTie 
joint stock bankers in tlieir turn lieing unable to find proper investment 
amoiig their clientele, have fo report either to the provincial banks (joint 
slodk or oo-oi>erotive) where they inviw^t their moneys as short-term deposits 
or nntehaseO.P. notes or treasury bills wbicbewer mav bo had advantageously 

last, question does not arise with regard the indigenous banks 
the same may arise with ^regard to the joint stock institutions 
^ the case of questionnaire of the 

A?«siiai| ^pg k^ BiVtiry Conunittee. 
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Written evidence of Mr. K. O. S1VA6WAMI, Member, Servants of 
India Society, Maliadanapuram Post, Mnllttalai TAlnlc, 
Trlcbinopoly District. 

7. — Aor’i^HUunil ernlit and crf'dit fanUtlon for small industries. 

Ajujiiciiltnro and fiinall industries are financed in various ways in the 
villnj^c. 7'licre a»e tlie agricultural inoney-lenders, the dealers of n^iuisites 
as leather, and hardwares in rural markets, the l)rokers in towns W'Jio 
advance inuiiev on the commercial produce, the retail village dealer who 
exports the produce, a few Chetti shopn here and there, a few jiidhis and 
private or company hanks, and la.stly the co-operative society which issue 
rural credit. None of these agencies is so well organized as to obtain 
cheap, pronipt and useful credit for the ryot. Considering the inherent 
difficulties in making the ryots cornbine for common ends and administer 
efficiently any banking institution, 1 w’ould suggest the following methc^s 
for the development of the banking habit and the finance of agriculture and 
cottage industiies. 

1. No institution other than the co-operative will really help the ryots 
in the village in the matter of agricultural credit. But it should get assi- 
milated as a village credit organization hy being enabled to get village 
dopo.sits big and small, and to i.ssue small loans in driblets as and when 
nece.ssary. This has to he achieved hy obtaining the confidence of the 
ri(^her class of ryots to make deposits and hy so spreading the co-operative 
credit service as to compel <rutside money to flow into the movement. The 
former requires intensive propaganda, and the latter, tlie efficiency of the 
village society and several other things too detailed below. Trained clerks 
or office-heaieis are needed to look to the clerical side of the work of 
the society, Secondly, as it may take a long time before we get energetic 
Iianchayats working for the good of the village, this deficiency should ho 
made up liy the opening of branches of district banks in as many places 
as po.ssible, wherever you find a rural market and a money-lending shop. 
These liranches should distribute credit even to the individual nieml>er if 
necessary at the ro(|uest of the village co-operative society, supply things, 
store hi.s pioduce, iu fact do all the services which the private money- 
lending soiwice does. Thirdly, ns the object of the co-operative moveinent 
is only to keep intact the cx)-operative character of the village primary, 
and as the other central institutions are only help the latter, we need 
not try at this stage of the movement to obtain logu'al perfection in 
the constitution of the central societies. Central store societies can help 
a great deal in distributing things to the village primaries and thus 
making the credit issued by the latt^r used for a useful purpose. The.so 
need not bo on the co-operative basis. Tliey may have a mixed constitution 
as in district central hanks or consist purely of individuals, the restricted 
diviclend being the only safeguard. As district central hanks undei’take 
larger functions as jiroposed in this note, it is necessary that their constitu- 
tion should be strengthened with more individuals who could supply them 
w'ith direction, administrative capacity and hanking knowMge. The 
prompt distnhution of credit w’ill alone induc^e the ryots to put in their 
savings and draw from their account ns and when required. Such opening 
of current accounts wiir necessitate the use of cheques and thus the hanking 
habit will si>read. 

There are other ciedit requirements such as Jand improvement and 
redemption of inoi'tgage indebtedness. The clearing and levelling of the land 
and the digging of wells are the purposes for which loans are usually taken. 
The Agricultural Department should be made responsible for the economic 
improvement of the ryot and it shotild have a definite place in the non^fficial 
organiaations whose functions are the promotion of productive rural credit. 

To segregate it .as an expert department whose function stops with advicse 
does not obtain uSeful co-operative results in the present working ef tiie 
co-operative movement. It does not matter if the Co-opei*ative Depai'tinent 
does this work but it has no propaganda staff, its officers are not traiH 
agricultural officers, and it is not charged with the # spread^ ^ 
cultural improvements. These limitations should 1 gg|j|jp e 
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Ab reMu*d8 the agency for such loans, tbe State may issue them dt 
the Tulage primary on the recommendation of the agricultural 
mental staff. 

d. It should be noted that i^icuHiiral credit will be better superriaed 
by the staff of the Agricultural iiepartmoiit and some definite arrangements 
are necessary for training the higher non-official staff in agricultural 
methods and co-ordinating or amalgamating its work with that of the 
demonstrators with a view to make agricultural credit productive. 

4. It is unwise to make land mortgage banks as agencies for loans for 
land improvements. Tlieir directorate might not take the initiative in 
the matter. The present policy of starting primary land niurtgago banks 
throughout the Presidency will sui’ely help the mleinption of prior debts. 
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Written evidence of mEl.Ry. Rao Sahib K. 8. SRSHACBAX*A 
AY7AR Avargal, Secretary, the Co-operative Town Bank> 
liimited, Tiruvaxmamalai. 

/. — Agricultural credit and credit facilities for small industries. 

1. The agriciilturiHts in North and South A root districts are generally 
clossiiiod under hve heads: — (1) small landholders actually cultivating the 
fields, (2) big mirasdars actually cultivating their lands with the help ol hiretl 
labour, (3) pattadars leasing their lands to tenants, (4) agricultural tenants 
and (5) agricultural labourers. 

The a<‘tual cultivators of lands are pattadar cultivators and tenant culti- 
vators. Assuming the extent ot cultivable lands to be 1,000 acres and the 
cultivating lamilies to be a thousand, the proportion will be cultivating big 
pattadars 10 holding 2(K) acres, non-cultivating pattadars 50 holding 500 
acres, cultivating small holders 440 holding 300 acres and tenants 500 hold- 
ing 500 acres. Big holders do not usually raise loans for cultivation expenses 
as they are able to have a large stock of .steeds and grains from the harvest 
and even for kist they sell the produce. 50 per cent of such people have lent 
their savings to the other euftivator.s of the village and in the surroundings 
and eventually become the indigenous hankers of the village. Small land- 
holding cultivators and tenants arc* the only people who are raising loaim 
not only for cultivation expenses hut also tor their maintenance, food 
for rattle, oeromonial expenses and kist throughout the year and hand 
oVt)r the entire produce to tlieir financiers during harvest, and then begin 
to borrow again. The stipulations tor such petty loans are that the entire 
amount advanced then and there must be returned during harvest in the 
threshing floor itself in kind at the low’est price oi the year with interest 
at three Madras measures per rupee. The advance will last at the most for 
a period of four to six months and it will work out from 75 to 100 per cent. 
Another peculiarity of this contract is that the entire quantity got is 
handed over to the sowcar without nnv settlement of accounts and he is 
allowed to fix the price himself at a later date. TTsually in many accounts 
tlie produce got in a year is not adequate to rc'pay the advances as per 
calculations made by the sowcar and the balance remaining every year 
is added to the secured debt already due from the cultivator. 

Besides these annual advevnees, cultivators raise loans mostly on mort- 
gage of their lands and houses, for the purchase of lands, bulls, carts 
and houses, for digging wells, law expenses, marriages and other ceremonies. 
The rate of interest for such mortgage loans will bo from 18 to 24 per cent 
up to Rs. 500 and the interest and principal are added every three years 
and a fresh mortgage executed or the interest accrued and the balance of 
advances are added at)d subsequent mortgages are executed for the amount. 
The cases of many of the big mirasdars, both cultivating and non-cultivating, 
are in no way better. They also raise loans for purchase of lands, build- 
ing houses, marriage and other ceremonial expenses, etc., at rates varying 
from 12 to 18 per cent. Loans for one-fourth of the value of their 
assets are got on promissory notes and any sums over and above that are 
generally given on mortgages, Tn many cases the amounts accumulate 

with interests and when pressed for money the assets do not fetch even 50 

l)or cent of their value. 

Tn these parts loans to agriculturists are got only from the following: — 

(1) Petty money-lenders in villages. — ^These are landholders or 

merchants who by their economical habits save something and lend it to 

their neighbours and gradually they find a liking for the money-lending 
nrofession. They take advances from the professional money-lenders at a 
low rate of interest, say 12 per cent, and advance the same to their neighbours 
at 18 to 24 per cent. Generally they take hold of the produce from their 
debtors and use it for their working capital to deal in grains during harvest. 
These are the people that get possession of the saleable produce in the 
village at the first instance. Their proportion among the agricujt^iriefe 
is about ^ per cent. 
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(2) PivfessionQl — Mauciy^ojidiii^ forms a horoditiiry pro- 

fession umoiig the class goitoruily ami until sonio years back ibey had no 
landed properties. Their working capital will l>e from R«. lO^OOO to 4 or 5 
lakhs and they have a dchnite clientele of debtors iu villages. This clast 
is mostly residing in towns and dealing with villagers. They are hiiHnoing 
small trades also. Their rate of interest is always from 15 to 24 per cent. 
They are shrewd calculators and they get enormous gains not only in 
interest hut also in many other ways^ i.e., delay in disbursing ioana after 
the execution of the documents, fixing their own price for the produce got 
in repayment of loans, delay in croiiiiing repayments, exacting penal rates, 
refusing credits for I'epayments, non-maintenance of pro|>er accounts, and tlu> 
like. 

(3) Indigenous hunLcrs. — 1 like to classify Xattukotiai Clieitis, Mar- 
waris and big money-lenders de|>eiuliug upon bunking alone ns iudigonoUH 
bankers. ]Murwuris’ uiul Nuttukotliii Ciiettis^ firms oiiou branches in nliuost 
all big centres and their agents arc able to itssess the credit of agriculturists 
and tradc'rs and lend large sums for short perimis on one or more sureties. 
The Marw'uris take huiulis from their borrowers and discHnint them in the 
Imperial Bank. The maximuni for Nattukottai Ciiettis to lend to indi- 
viduals will be oniinarily Us. 5,0iH) and Marwuris about Us. 10, (HH), Both 
these firms are financed liy the Imperial Bank hy allowing ovonlrafts to 
the parent firms. The rate of interest found on the pixuuissory notes 
is generally 30 per c*ent and the stijiuhition is that in case of |>unctuul 
payment tlie rate tvill be 18 per cent. Fifty per cent of the cases go to 
court and decrees arc got lor JIO per c*c‘iit. Tlu?re may l»e a few easels ol 
loss in their transactions and the margin got over and almv^e their stipula- 
tions in courts is more than enough to lueut such losses and otiier 
pliilanthropic undertakings to keep on their position and influence. 

(4) Hif/rc hanhs.- Thwo is a net work of eo-operativo socdelies 
in villages and tlnhr transactions are coii.sideruhly very small w'huu c‘om- 
pared to tlie ugriculturul debt in each village. The moml>ership is very 
small although many of the agriculturists nire deljtors. Their delits to 
sowcars aio always pres-siiig and ruining them and, unless they are reclaimed 
from outside dei)t«. short-term loairs for agricultural expenscJB or for their 
jiroduce are o\it of (picstion. Even when co-operative loans are used for 
agriculture the produce got tlierefrom is taken hold of hy the sow’carH for 
their dut's and in such a idiglii tln*y havc» no produc'C to pledge. As the 
pre.sent system in ct>-opciative s(Hioti(*s is not suitable to reclaim the agri- 
culturists from sowcars’ deVds, members of soeieticN are already resorting to 
tin* sowcars for repayment of their co-operative debts and societies are being 
deserted. So the infiucauc of co-oi>ei alien in agricultural credit is not 
considerahle for the present. If the land mortgage banks to lie established 
in the near future can make long-term loans available to village societies 
to l>e lent on mortgages to its members up to a maximum of Ba. 1,(MK) and 
bifurcate the work of mortgage banks in regard to loans for more than 
Rs. 1,(X)0, co-operative credit will be appreciated )>>' the agriculturists and 
it will ho a proper substitute for all other injurious credit nowr prevalent 
among them. 

(5) Joint stock hanks , — Even though they are muiti[dyiug their hrunchea 
they arc not issuing direct credit to agrieuiturists and they are creating 
a numl>er of middlemen both in agricultural and trade credits, 

(6) Government are issuing loans under the Agriculturists Loans Act 
and they are mostly utilized for repayment of pressing debts of the agri- 
culturists and even that is got only by a few in each village. More depends 
upon the tahsildar who is anxious to spend the allotnient given to him 
every year. 

I would suggest as a remedy to the existing evils — 

(1) that the rate of interest on loans should l>e rostricted to 12 per 
cent as the maximum; 

(2) that money-lending must l>e made a licensed profession enforcing 
on the money-lenders Ut ' regular keeping of accounts and rendering the 
tame annually to Government; 

(3) that co-operative banks in villages should he enabled to advaoco 
mortgage loans to agriculturists up to a maximum of Rfi. 1,000 each for 
elearing prior debts and improTcment of agriculture and the repayment 
to he apread over twenty to thirty years; 
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( 4 ) that discounting of such mortgage bonds sfaonld be undertaken by 
the Imperial Bank of India direct to societies or through central banks ; 
and 

(5) that lending for marriage and other eeremonidt above a maxiinum 
of Rs. If OCX) and for purposes unproductive should be made illegal throw- 
ing the burden on the lender to prove the productive diaracter of the loan. 

2. Marketing cropn , — The principal crops that are marketed in these 
parts are groundnut, paddy, and cereals. All these are mostly exported by 
mundi merchants in urban areas who have got their collecting agents spread 
throughout the district and usually these produces are not held up but 
sold away to the highest advantage available then and there. Advances on 
crops on condition to repay in kind with 2B per cent of interest till the 
time of harvest, probably not more than four months, are given by village 
X>etty merchants and the produces are gathered during the harvest and 
sold to the urban trailer; he in turn prepares them ready for market husk- 
ing the paddy and decorticating the groundnut and sells them direct to the 
exporter or to the far away consumer. There are a range of middlemen 
not less than half a dosseii between the producer and the consumer and 
their margin of profit clublied together will not lie less than the actual 
price got by the prodiuor at the outset. The co-oi>erative movement 
attemptvS to help the producers by advancing small loans to the cultivators 
on condition that their saleable produce should be entrusted to the societies 
for joint and favourable sale. This was not succ-essful hitherto and there 
are a lot of difficulties to overcome — 

(1) The panchayatdai*s of so<neties theinselves are mostly dealers in 
grains during harvest, i.e., they collect the produce of the villagers during 
harvest and sell them at once to the nearest merchant and their influence 
over the illiterate members of the society is availed of to their own advantage 
in many cases. 

(2) The pric’es offered by the potty intermediaries in villages are always 
equal to, if not slightly higher than, the price ruling in grain markets 
and the difference in their profits is made up illicitly by false weights and 
miscalculations. A co-operative society is not able to adopt such illegal 
means. 

(3) The cultivator is already indebted to sowears for large amounts 
and advances for agriculture are therefore taken from them and the sale- 
able produc*e is naturally handed over to the sowcar whatever may be the 
disadvantages. 

Paddy is generally consumed w'ithin the country and the market is 
safe and steady, but groundnut is largely exported to foreign countries and 
the exporting business is more or leas a monopoly of a few European firms 
working in these parts. Prices for groundnut are always fluctuating at 
the 8 WtH 3 t will and pleasure of the exporter. They safeguard themselves 
with forward contracts with foreign firms even at the sowing season and 
gamble to purchase at the lowest price possible, fly such speculations many 
interinodiury merchants have l>een ruined. Co-operative movement, being 
amateur and rosourceloss, could not compote with such firms who have 
already made provisions to risk in such speculations. Unless the Govern- 
ment comes forward to bring out remedial measures, it is not possible to 
tackle the subject by co-operation or any oilier agency. So far as delivery 
of produce is concerned value is paid only on actual delivery of the produce 
by the villagers and no system of bills or hundis is in vogue in these 
parts. I would suggest that proper w'eights and measures should be in- 
sisted on and Government must be able to ascertain the foreign market 
and inform Iffie producers of the maximum price that may be available 
for their produce. As for co-operative joint-sale, a beginning must be 
made by establishing a co-operative export agency in Madras manned by 
experienced commercial experts and that must be able to connect the 
seviral co-operative organisations with foreign markets and get them assur* 
ance of ^ale of their produce at a fixed advantageous price. 

3. Cultivable lands may be classified for tbeir value as follows:-^ 

(1) wet lands having perennial irrigational sources such as river 
channels, etc. ; 

(2) wet lands having wells; 

(8) wet lands depending on irrigation by rain-fed tanks; 



43d 


(4) dry laiids adjaceht to or in the midst of wet aroM aUd fit for 6nly 
wet cultivation; 

(o) dry iamb provided with W'olls; lUid 
(6) ordinary dry lands. 

The value of these lands will approximately las — 
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4. Land niortgogo bunks have tioeii siarted in some places. Many of 
thoiii are doing no work for want of finances. The c'cniral mortgage bank 
u now' to Ik> started to fiiiauco those banks, it would lie advautageoua if 
co-ojKjrutive finance is specifically divided into long-term and short-term 
and the former distribute to mem liers through the existing central banks 
and village societies rather than separate organisations to lie started for 
the purpose. Government should guarantee interi^st on debentures Ui© only 
safeguard lieing that eveiy individual long-tcnu loan should bo passed alter 
obtai n mg eonsidei*ed legal opinion by any responsible ofheer of Governnieut. 

5. 1 am not able to give an estimate of the indebtedness of the ryots 
ill these parts but I would give a proiiortion of their indebtedness assuming 
Its. yiiy to lie the value of their tuimovable properties and lis. lUO to bo 
their movabies. An average of Us. 400 will Ihd mortgage debt and Its. 200 
w ill la? on promissory notes and accounts. Out of these Us. 000, Us. 400 
would have been the legacy of prior debts, Us. ICH) raised for marriage and 
other ceremonies and another iiundred used as an overdraft for cultivation 
and otlier annual ext>enses. As for the proportion of the creditors fur these 
debts tlio Government agricultural loans will lie aUiut Us. 2, banks Us. 10, 
co-oiieriitivo societies Us. 108 and indigenous bankers and money-feudors 
Us. 400. The rate of interest charged by Government is Of per ixuit, 
by bunks 8 to 10 per cent, by eo-operative societies 0;i per txml and by 
professional money-lenders 18 to dO per cent. Many of the Juiidholcleis 
within the last two decades have loxxiiue tenants or agricultural labourers 
having lost their lands in favour of their creditors anti a [lortion of such 
people have migrateti to find labour either in plantations or in miiicuii. 
Cultivation by tenants of land ouee in their possession has deteriorated on 
account of their indifference or heurtlc*ssiiess. 

6. There are no sulisidiary iudm»tries undertaken by ryots worth the 
name in villages for the present. As the entire saleable produce of paddy 
is carried away to towns during harvest there is no rice-milling in villages 
and after tiio introduction of rice-milis everywhere oven villugeit* find it 
easy to husk their paddy in the nulls and no manual labour is applied for 
this purpose. All cattle except those required for cultivation purposes, i.e., 
ploughing, have either iierished or bcH?n sold away for want of lacilitios of 
grazing as the forests have 1>oen closed against them or the seigniorage and 
other restrictions are exorbitant. People in villages get their supplies from 
towns and dairy fariuing is out of the question. Garden produce generally 
does not lieiiofit them as it is not organised. The following cottage indus- 
tries may be introduced in villages if they are organised on proper lines 
with necessary finances. Government must advance loans earmarked for 
the purpose to the all India Bpinners’ Association or a similar association 
Having as its object the revival of cottage industries and providing small 
industries for the agriculturists for the off season. 

Bpinning^ weaving, rope-making, gardening, oil-crushing, dairying, pig- 
rearing and iMultry are some of the industries that can He safely introduced 
in village. The co-operative movement is the only proper ageiifcy that can 
be of help to the villagers not only in reducing the burden of indebtedness 
but also for financing agricultural improvements and other small industries 
in villages. Trust funds will be of «eat help if added to the co-operative 
finance. Joint stock banks ud the Imperial Bank of India are not directly 
dealing wiUi the agriculturists but they are financing the large range of 
middlemen who are only parasites on the slender resources of the agrieuL 
turiats. I would like that the Imperial Bank of India which is enjoying 



A i«rge Amount of tho tax-pAjera' money without interebt every year in 
bound to reader financial heip to a large extent to the co-operative move- 
ment. if such an accommodation is assured there will be no diiO^culty iu 
the co-operative movement to find necessary iinauoOs to redeem the agil- 
culturists from their outside indebtedness. 

II, — Indigenous hanking, 

Tho InnKjrial Bank’s branches in districts are for the present mostly 
transmitting agencies on behalf of their mother bank and here and there 
overdrafts are given to a lew joint stock banks. These wei*e lew and they 
were able to attract deposits iKJcausc the rate of interest allowed by them 
was much higher than the lending rate ol the Imperial Bank,, and their 
lending was mostly to speculative merchants at rates from 12 to 18 jier cent. 
Uecentiy we had one out of two banks in Vellore liquidated. As for tlie co- 
operative bunks they are not able to attract deposits for the reason that the 
agriculturists in these paHs have no saving and the savings of middlemen 
are mostly used iu business that gives them lucrative gains. Naturally the 
co-operative movement in these parts expects to be linaiieed by outside 
depositors thiough the provincial bank. There are no individuals taking 
deposits l)ut there aie Nuttukotiai Chettis and Marwaris and many other 
money-lenders who are advancing short loans to traders and agriculturists. 
Hunciis are used only by Marwaris who have overdraft accounts w^ith the 
Imperial Bunk and discount them. Tho rate of interest now paid by agri- 
culturists is from 18 to 48 per cent and the maximum rate should he fixed 
hy legislation. The liistory of each loan should be gone through liy courts 
und compound interest should he disallowed. • Such a legislation w^ill render 
great help to the agricultural community, 

7. Money-lenders are not liked by their ow’ii debtors for the simple reason 
that the former have an eye on getting the maximum out of their debtors 
by fair or loul means, even at the risk of ruining the latter. Their deal- 
ings with their debtors are in very many cases not on sound lines and tho 
w’eakness and character of the borrower is freely utilized to the advantage 
of the cToditor, 

8. Money-lending above a certain limit should )>e classified as banking 
and such businesses should be coiitrollod by u Banking Act wdioreby the 
bunkers should submit an auiuial account audited by certified auditors with 
u list of outstanding debts due from the boriowers. issuing recei^ibs for 
repayment of loans must bo made compulsory. It is ustml with this class 
of money-lenders to maintain a number of account books in the names of 
different persons in tlie family to avoid the levy of pioper income-tax. 
Such irregularities should also be prevented. I would like in cases where 
properties are attached for the dues>. and brought to sale tliat publicity 
of such sales should bo given in villages wlieie the properties are situated 
sufficiently long before the sales und the sales should be conducted on the 
spot by a resxionsihle officer of the court. 

9. The indigenous bankers get on an average, aftei' meeting their legal 
expenses and other losses, 15 per cent in these x>arts. 

10. No banker is able to meet all demands but his transactions are 
restricted to a ceitain set of apjirovcd customers. 

11. 1 would like every taluk centre to have a co-ox)erative bank, serving 
as a branch of joint stock banks and tho c*entral reserve bank financing the 
village societie»s and also individuals for loans above the maximum of 
Rs. 1,000 and managed hy a local directorate. It must he able to attract ail 
kinds of deposits in the area. 

12. I do not think there is any amount of capital lying idle with any- 
body in these parts hut when a maximum is fixed for the lending rate and 

restrictions are inqiosed hy legislation the lending capital of some of 
the money-lenders would be invested in banks. 

I would also like to draw the attention of the Committee to the growing 
evil of registering all sorts of institutions as banks to finance the agricul- 
turists^ Such diversions of the available capital by speculative and gambling 
attractions should be discouraged by Government by refusing to register 
them as corporate bodies. A livestock insurance company was recently 
started and fabulous salaries were offered to its agents and very many 
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rillagers who joinod this institutioii discontinued, losing the amounts thov 
paid already. There is a bank offering loans to agricultorista at 1 ner cent 
per annum and its system is that each intending borrower Bhould aeeure 
a number of other borrowers before taking a loan. There is another com- 
pany which offers loans without interest by casting lots. Such attractions 
are sure to draw in a number of poor innocent agriculturists eventually 
to be disappointed in their expectations. Such organ isaiioiis should be 
prohibited. 


Ill, — Invettmeni habit and attraction of capital, 

Inrestmonts will come only if there are really any savings. So far as the 
agriculturists are concerned they have no savings u’ortli the name and if 
in a pros|>eroiis year they have any savings it is being lynt to tlioir fellow 
agriculturists at usurious rates or they invest them in jewels or purdiaae 
lands. Cheoucs will l>c made {Ktpular if the c'o-operative loans are drawn 
by cheques by allowing overdrafts to every lM>r rower of the stK’iety and in 
such a tast* (‘tic<|ues will lie acc'epie<i in the nmney markets and in trade 
activities. 



Written evldenoe of John 8. POinTAYYA, M JL, Leotnrer 

in History and Hoonomios, A. C> College, Guntur. 


Some problems of organization. 

Capital , — An extension of hanking facilities will, doubtless, increase the 
volume of capital by the mobilisation of resources and the increased circula- 
tion of the existing capitaK But the future of banking development 
depends to a largo extent on the successful attraction pf more capital which 
will fertiliae agriculture, industry and trade, which, in turn, will go to 
swell the streams of savings and the accumulation of national wealth. 

Much savable capital does exist in the country in the shape of (1) small 
amounts” in the hands of millions of people who have no facilities or the 
knowledge of the advantages of savings, (2) wealth, now used ” unprodmd- 
ivoly,” esjpecially investments in jowmlcry and exi)enditure on ceremonies 
and marriage celebrations, whose magnitude and reactions on the economic 
life of the nation cannot be ignored, (3) that portion of the country’s 
savings, now mobilized by the foreign insurance companies and banking 
concerns, but not investecl in India and ,(4) potential capital, i.e., the 
development of our agriculture, and the exploitation of other economic 
resources would result in the accumulation of enormous savings and wealth. 
A sound banking development should he. based on all these factors. 

The post office savings hanks , — The comparatively few branches and small 
deposits are striking in the case of Indian banking, the main reason for 
which l>eing the absence of suitable agencies, until very recently, for tap- 
ping the large untouched repositories of capital. In view of the great 
importance of deposits to a sound banking development, vigorous efforts 
must be made to attract more capital from the unexplored regions of the 
villages and the lower classes of the urban population. 

That there exists much deposit banking in the rural areas is indisputa- 
ble from the fact of the working of ‘chit associations.’ Sir Basil Blackett 
said once, “I cannot help thinking that there must be great possibilities 
of development in this system. A considerable part, if not the whole, of 
the money required for provincial capital expenditure could be found out 
of the proceeds of cash certificates. It is my earnest hope that before long 
means may be found for taking up this subject in earnest.” 

The co-operative credit societies cannot take up this work owing to the 
unsatisfactory personnel of the directorate, the lack of busings ability and 
the alisence of a unity of organization among the primaries. The post 
office is the only satisfactory agency, because of its country-wide organiza- 
tions and of its efficiency of administration. 

More village post offices should be opened and the scope of operations 
considerably extended. The deposit system should he adapted to the rural 
oonditions and needs, and it should follow the indigenous methods. Pruden- 
tial and recurring deposit schemes should be adopted. Five-rupee cash 
certificates also may be introduced. The scope for the attraction of long- 
term deposits in the form of education annuities, etc., may he investigated. 
As Professor Wadia suggests the cash certificates may he popularized by mak- 
ing them payable for land revenue. His other suggestion that the village 
officers might he advised to sell c^sh certificates for a small commission is 
lilso worthy of consideration. The pass hooks should he issued in the 
vernaculars of the district and in English. The rates of interest might bo 
subtly enhanced. The post office, in the villages shonld function as a 
primary national State bank until the development of suitable private 
agencies. 

In urban areas, the co-operative societies,’ the joint stock banks and the 
post office afford ample facilities for middle class investments. But great 
efforts should be made to extend the facilities to the lower classes of the 
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population, eapecmlly to lal)ourers and workers of all kincts. i‘tio nianace- 
ment might he induced to pay wages and Immises now and then in the 
aha^ of caah certificates. The exfHwiinent may l»e tried at fii'st in the 
Railn'^ay a*orkshoj>s. There must he a closer tHs-operation lieiween the past 
offices and the management of factories, workshops and Government con- 
tractors. In the case of a^orkera and tlio rural population Government 
guarantee of deposits should l>e given as was done in some States of 
America. 

Insuranee ftavitt^s. — While deposit savings are nu>st useful for granting 
shoH-dated loans for trade and c'otnmerce, insuraiu'e savings are necessary 
for the promotion of industry and public works. 

The Government might introduce compulsory insurance schetnos in t)ie 
c-ase of its emidoyees, granting a small suhsi<ly in the of tluwe in tlie 

lower ranks. The pension system for such people is unsatisfactory* from 
the point of view of savings. 

The local iKHlies and institutions of all kinds should Iw' encouraged to 
follow’ suit. 

A State aided insurance company may 1 h> floated w’ith eonsiderahle 
advantage to the Presidency. Such an organization might take up in.sn- 
ranre bnsinoHs in the villages also, as public health activities are expanded. 

Jlftfinh,- T\n> greatest impediment to the ouonnous growth of deposit 
savings is the jewellery habit. Sir George Schuster has pointed out how* 
ilu^ largo imports of the prev ious metals for the past ten years ending with 
March lfl29 amounting to about 380 ernres of rupees, if not used 
“ nnproductively ’’ as is done now', would have hiH*n available for invest- 
ment in Government loans and for increasing our favourable halatu*e of 
trade. 

Pdiiontion and propaganda are necessary for the cure of tliis habit among 
the people. The indulgence in it utiiong the lower middle clasHc^ and the 
poor is dejdorahle. especially wh<»n there is no gold currency and hence 
cemvertihility in times of stress. 

The introduction of a gold currency c'annot solve completcdy this problem 
of investment in jewels. Gold certificaioH will not appeal to the common 
jmople tor whose savings they have lanm proposed. The |)rohlcun rc^solves 
itself ultimately to o?ie of education and propaganda. 

If Ic'gislatioM is introduced, bullion merc^hanis and jewe)ler.s may ho 
subjected to a licence duty. 7'ho profession-tax in the municipal arul non- 
municipal arejis may ho enhanced. A tax on turnover will also he good, 
if a suitable machinery can l>e found for its administration. 

MonethlftuletH . — Stringent legislation is ne(*essary in arder to eliminate 
the parasites and shylocks of the village inongy market. Their nscTulnesa 
i.s ju.stified only under conditions of the absence of other -credit agencies; 
hut with increasing hanking facilities the case for their continuance is 
w*eak. They must l>o absorlwd in the regular credit institutions of tho 
country. 

The inoney-lendors should ho obliged to take out lieencos from the 
Revenue Officers of the taluk for transactions over say Rs. 5(10 per annum. 
The profession-tax in the municipal and non-municipal areas may also he 
enhanced. 

liegislation is essential for preventing usury. A Rural Insolvency Act 
may also he enacted as was suggested hy the Registrar uf Co-operative 
Societies, Bombay. 

Jmligenoujt haakinp, — As distinct from individual money-lending there 
are other organized methods of banking such as <l) an individnal or an 
association of individuals for receiving deposits on the system^ 

eepecially among the common people^ (2) single proprietorship or partner- 
ship firms receiving dep ^its mainly from the wealthy and the middle classes 
and assisting trade hy means of loans, advances, discounting of hundts and . 
fWiscounting them at times with the joint stock or Imperial Bank, (3) 
funds or nidhis, mos^ of them registered and carrying on business on the 
lines of joint stock banking, hut especially in mortage of urban property. 
These institutions at the present time benefit the townsmen most, 

58 
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Tlie existence of a number of separate organisations, independent of 
each other, is not c^onducive to the mobilisation of resources. Hence, means 
of co-operation should l)e devised as early as possible. 

In the case of the first class of banking institutions some measure of 
licensing isv^necessary to check the frauds so prevalent in the rural areas. 

Some close co-operation between the joint stock banks and the indigenous 
banking firms is possible; probably the smaller ones might be recognised as 
the accredited agents of the former in unrepresented areas. They might 
also be easily amalgamated. In the case of the more important of the 
traditional private banking houses, a central organisation might be devised 
by the co-operation of the local houses. A central indigenous bank for the 
Chettis of our Presidency is not an impracticable proposal. Such an organi- 
sation would he in a position to have branches in districts in course of 
time. 

In the case of nidhis and registered firms such as loan companies, the 
best plan would be to rcMXJgnize them as branches of the proposed mortgage 
bank. Amalgamation, wherever possible, should also be encouraged, 

Mortgage hanks . — ‘‘The mortgage of urban property or land mortgage 
has not been studied and cultivated as an exclusive line of business in our 
country, while this business is chiefly in the hands of the indigenous hanks 
and members of the wealthy class.*’ 

The proposed central land moi-tgago hank for which Government has 
given guarantee of interest is therefore the most welcome institution, The 
scope of the hank should lie extended so as to include mortgage of urban 
projierty as well. 

It is necessary to emphasize that the proposed hank should not he a 
replica of the co-operative apex hank with its district banks, unions and 
primaries. The exclusive adoption of the co-operative principle is also 
unnecessary, if not harmful. Each town or a revenue firka may have its 
own bank affiliated to the central hank unless smaller ones are constituted 
as branches of a larger hank. Decentralization is necessai*y for efficiency. 

The working capital of the mortgage hank can be derived largely from 
fixed deposits and debenture bonds. The Govoninient might subscribe to 
debenture bonds in the luickward districts so as to attract private deposits. 
The insurance companies and other institutions might place tlieir funds in 
this hank. 

It is unnecessary to extend the concessions at present given to the co- 
operative societies to the new mortgage hank. The Government loses con- 
siderable revenue by the exemption of co-operative societies from stamp 
duty. The lower rates of interest and Government guarantee are in them- 
selves a great bocm. 

With the introduction of such a bank the Government might retire as a 
direct credit supplying agency, i.e., the Land Improvement Loans Act and 
the Takavi Loans Act may be repealed. 

Co-operative finance . — The establishment of a separate agency for a long- 
term credit for agriculture would mean giving effect to one of the most 
important recommendations of the Townsend Committee, viz., the separa- 
tion of the short-term finance from that of the long term. 

The primary co-operative societies should limit their operations to the 
financing of cultivation expenses, granting of crop loans, produce loans 
or advances for payment of land revenue. Unless each society is made to 
forecast its demands at least six months ahead, the grant of short-term 
credit facilities is impossible. Capital for short-term credit should come 
from (1) a compulsory deposit system as in Bombay, (2) the short-term 
deposits and current deposits of the central bank, (3) overdrafts from the 
Tpiperial Bank* and (4) overdrafts from the x)osT office savings banks. The 
hist point has been emphasized by Sir Lalubhai Samaldas. 

The co-operative societies or a separate ad hoc company may be organized 
for the sale of better implements, improved variety of seeds, manures and 
also of agricultural machinery, especially cheap power pumping plants on 
the basis of the hire-purchase system. The adoption of this principle would 
mean a great revolution in agriculture. Professor Seligman observes, “the 
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average losa under this »y:»teia is Icsss titan one-fifth of 1 per c©«t> that is oon- 
siderably lower than the usual commercial and industrial peroentaijo of trade 
loases, while, out of the total Of 36, 000, (XX), 000 doUars aggregate retail trade 
of the Ignited Static a year no less than one-sixth a^as eontrihuted 

under this system of distribution credit.** *rho I>ei>artinent i|f Industries 
might promote the formation of genuine Indian trading cointtauies for this 
purpose. 

The separution of long-tenii ei*edit fi*oin short-term <‘ix»dit necessitates 
a change in the finance of the district banks. The largo amount of fixed 
deposits of the loc*al bodies sliould Ihj translermi either to the mortgage 
bank or the industrial bunk. The dependeneo of the c^eniral banks on lottg- 
terin deimsits of the local htxlies encourages indirtH’tly overdues in primary 
societies and failure to attract more hK‘ttI deposits. 

The urban societies should Iw? encouraged to finaius? the small trader, 
who keeps current account with it. This service cannot |»e performed by 
the Imperial Bank oi* the joint stock banks. The urban sm'ieties must adopt 
some of the methods of the indigenous banks in financing the small trmler* 
They sliould be developeil as so many l>raiiches of tlio district liaiiks, aiid 
not merely kept as loan-disbursing agencies. 

.1 State aitied iudustiui! tanik , — Special isiat ion in banking m^ls the 
establishment of a sepuiate agency for financing iiidustry. The neeii has 
l>een itn^f^gnizod long ago and the liidusirial Commission, while approving 
the suggestion of the Bombay Imlustries Advisory Bouid. has iwommendod 
tiie appoiuimeut of an expert committee to decide this (inestion. 

The (iovernment is the only agency at the present time which under- 
takes to some extent tiu' financing of imhistry ac<‘ording the provihions 
of t!»e State Ai<l to fndustries Act of 1922. State loans are also griintod 
to c^u’taiii co-operative scH'ieties .such as the building ,societi<^s. Municipali- 
ties and kK’al boar<l.s 1m)i row money from the Clovernmeni for the constnic- 
iion of publi(* works. The non-credit co-operative wnMcties obtain finance 
for .small industries from the central hanks. Thus there is not merely 
tlie absence of a .suitable financing agency, but iil.so a lack of (*o-ordiiiatioii 
of activities. 

The most suituhlo agency for the fmancing of small imUiKtrles is the 
co-oi>orative bank. Some of tlie important inclustrios, espetoally haudloom- 
weaving, have fallen into the cliiithes of the financir»g middlemen. Urban 
.soiaetles should investigate thi.s problem and go to the ro.Hcuo of the amull 
industrialists to act us their financing and selling agency. The Co-oporativo 
Department should direct its activities in this direction. 

Our country needs the establishment of many industrial coiu^erns using 
jx^wer for the dc’velopmcnt of many agric Jilturu) and small indiihti'ies as 
have been suggesUHl by tlu» Industrial CommiKsion and tlie Agricultural 
Commission. The Department of Industries should investigate such seheines 
and promote or assist the floatation of privaU? coiniianies for the purpoae. 
Ttie neecv>sary technical a.s8istancjo also should ho STippliod l)y tbo depart- 
ment. This problem needs the greatest atUmiion in view of hydro-electric 
development in the near future. 

The present anomolous p<Wiition of the Dopartinont of Industries should go. 
For it is at onc^e an administrative, financing and managing ImicXv. 

A clear demarcation of functions is essential for the efficient working of the 
department. Financinjj must be done by a bank; management should be 
left to private enterprise; technical assi.stance, research and export advioo 
should be supplied by the Department of Industries. 

The estahlishment of a State aided industrial bank will solve the problem 
of financing agency. Private joint stock bank for this purpose is not a 
possibitity in the near future. Government guarantee of interest or some 
other form of State aid should l>e given to some sound bank promoted for 
this purpose. The Provincial Government may ly)rrow from the Central 
Revenues or in a foreign market and place the funds at the disposal of the 
bank under adequate sali^ards. Working capital will also be supplied hy 
debentures, long-term fix^ deposits of the local bodies and insurance com-, 
nanies. I^egislation is necessary to make it obligatory on the part of 
foreign inspranoe companies doing business in India to invest a portion 
their funds in India. The scheme will surely lie a great success from 
financial point of view. Branch banks icight be oi>ened in course of time 
as the activities of the bank expand. * ’ 
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llie _ scope of the industrial bank has been fully described by tlie 
InduMtrial Commmion. Some of the provisions of the State Aid to Industries 
Act may also be ineor|)orated in any legislation for the establishment of 
the proposed bank. All borrowings of local lx>dies may l>e transacted through 

the industrial bank. 

# 

The scheme is in no sense revolutionary, sinoe it only obliges the 
Government to transfer its loan operations to an institution and extends 
them to a larger sphere. 

The Joint stock hanks . — The problem of joint stock banks is one of 
consolidation, extension and amalgamation. 

The scope for the extension of these institutions is indeed great; but 
instead of opening a number of iiieffieiont independent banks, ettorts must 
l>o made to consofidate the existing banks by granting special facilities for 
amalgamation and the opening of new branches. The example of the 
French Government might well be followed which has made provisions for 
the opening of su})sidiary branches and special ofhces even in cantons 
having 6,0(10 inhabitants. Our need, as pointe<l out by one authority, is 
“ penetration into the niufassal.” Efforts should be made for establishing 
closer co-operation betw’een the joint stock banks and the indigenous biuiks 
by enabling the shroffs and the petty bankers to pei-form the functions 
of a bill broker, as suggested by Sir Henry Strakoscli. 

Witli the estaliiisbinent of a reserve bank, we may hope for a new eia 
in the development of our joint stock banks. The exceptionally jn-ivileged 
position of the Imperial Bank will to some extent disappear by that 
measure, liut yet it will continue to bo their guide, friend and philoso- 
pher.’’ Tlie competition of the co-operative banks and of the Government 
(provincial) will also be removed by the new proposals regarding their 
linanees. With the advantages and possibilities of a closer co-operation 
with the indigenous hanks and of the Imperial Bank on the one hand, and 
of the solidarity arising from the single reserve system ” of a central 
hunk on the other, the joint stock banks have a bright future. 

Sununary of conclusions . — The guiding princijiles of the development of 
u sound provincial banking systoin arc: (1) an incnnising role of tlie State 
in the provision of banking facilities and of assistance to Indian concerns, 
(2) the develo])ment of the deposit system on a large scale along the lines 
of the indigenous methods and of the establishment of a closer eo-operation 
lietweoii the organized money maiket and that lying outside its influence 
and (3) the estalilishmeut of specialized institutions for mortgage^ credit 
and the financing of industry. 

Tlie now ])roposals are — 

(a) An extension of tlie iiostal savings banks and the introduction of 
new^ schemes of deposit ; methods of popularizing tlie cash ceHilicates lioth 
in the rural and the urban areas. 

{b) Encouragement of insurance by Government assistance. 

(c) Legislation against usury and for rural insolvency. 

((/) Amalgamation or co-operation of the nidhis with the proposed 
mortgage bank and of indigenous hanks wdth the joint stock banks ; tlie 
l»roposal for a central indigenous bank for the Chetti community with 
district branches. 

(e) The constitution, finances and functions of the moi-tgage hank. 

(/) Separation of long-term from short-tenn finance of the oo-oi>€rativo 
district banks; popularizing instalment selling of agricultural machinery] 
the development of the urban societies as so many branches of the district 
hank. 

# {g) A State aided industrial bank* constitution, finances and functions: 
urlmn societies to finance the small industrialists as agents of the industrial 

bank. 

(h) Greater assistance and facilities for the Indian joint stock banks. 



Written evidence A* JL aOVIKDARAJAIiU NAYUBtl 

Oaru, Director, the Triohinopoly Tennore Hindu Permanent 
Fund, Limited, Trichinopoly. 


/. — A(jt kuitund credit and credit facilific^ for simdl indiidrica. 

1. Under tJie jireseiit .syvsteiu the ugrieulturist. in iny dihtrirt, obtniin* 
iiiiunce tor cultivation expcnises iroin savingx out of the pix>viou,s yearly 
profits and borrowings, lor capital and permanent improvements fixnn 
permanent savings and borrowings and for other H|)ecual needs mostly from 
Ivorrowings. The prevailing rate of interest is 1“> per wU per annum and 
the minimum period for which loans are taken is 4 to (5 years. 

The following are the different kinds of security given and atcopied 
— lands, jewels, sureties. The Government do not play any appreciahle imrt 
in agricultural finaiU'e. The co-oiHU*ativc banks and pix)fessional money- 
lenders mainly finance the agriculturists. 

2. The present method of marketing the principal crop which is i)addy 
ill this district is to sell it retail to traders under pressure of Govern- 
ment rovenuo, domestic expends and <rcKlitors. In my ojiinion, <o-oi»erative 
societies ought to take up the work of storing all the produce, loncl money 
for the urgent needs of the agriculturists on security of the produce and 
arrange for cheap sale of this produce. 

.1. The factors affecting the value of lands of these parts are: the 
iirigation lacilities, prcviou.s year’s yields and the liiiar kist. Again (ho 
value of land varies as the crops tliat can be raisinl im tliem. liaiids are 
sold for coniimrutively a lower value in Governmonl auction and court suIoh 
than in ))urchuses in private negotiation. 

4. Mortgages of lands are difficult to transact u.s complicaUHl (pioations 
of title often arise. 4’liere are about half a dozen land jiiortgug(‘ banks in 
the I*j esidency, but the high officialdom that prevails makes it difficult 
for the agriculturists to receive any useful and timely help from thmn. 
4’licir capital is mainly raised by ffoatirig dehonturoH. Iteal Horviee can Im 
lioiio to the ngriculturists by starting more mortgage imnks almost in every 
village, i would suggest that the land mortgage banks themselves should 
keep coinpleto and accurate records of rights ami title of all the villagers 
to facilitate easy, cpjick and certain referoiicc. And such referemsis ought 
to lie made available at a cheap cost. The Governniont ought to guarantee 
for the debenture liolders. 

0 . The rate of iritcre.st is high but it is due to tlie enormous cost of 
enforccHl collection of debts and disboneslv in some cases. A good number 
of efficient fanners have to forego their holdings under pressure of delits. 
This {irocess doe.s prevent efficient and iiitensiv^e cultivation. 

6. There is absolutely no subsidiary industry worth the name in this 
district and 1 would very strongly suggest the starting and itiainiatning of 
dairy farming on a large scale. That industry can lie well improved by the 
Co-operative Department taking it up. 


//. — Indigenou* hanking, 

1, The indigenous liank.s are mainly ol the Naitukkoftai Cheitis. They 
nu doubt as-sist agriculture by lending to farmeis but tlieir iHUiefit is wdioDy 
iniuimizeii by the high interest they demand. Providing easy means of 
collection l>y reducing cohci fees and quick disposal of jastice, and removirg 
the heavy burden of income-tax on their profits would tend to reduce the 
rate of interest at which these batiks have to lend, 

2. There is certainly a large amount of capital lying idle in the chest 
of some of our aamindai’s who are uiiwiiiliig to float ihoin for the simple 



l*oiMSon tlittt ihti court f<x)8 01*0 prohibitive^ justice ij» delayed and what little 
will remain to the lender it ia the duty of the Income Tax Department to 
carry away. 

The poat oihce savings bank, the provident fuiut and the life insurance 
companies provide facilities for saving, but these institutions as at present 
managed serve only the educated few and a small number of officials. The 
tendency nowadays is rather to deposit savings in banks than to lend 
j)rivately. There is not much of mutual loan between farmers. 

4. Che<iiie habit is not nnicli in vogue as the educated classes abme 
appreciate the use and value of them. I would suggest the use of vernacular 
^Tipte in banking. Banking habit is of slow growth but it is one of the 
blessings of the country. Hut even there, there is yet soojie for reducing 
the percentage of interest at which money is lent. I would for my part 
^ cent, iis the rate of interest at which the co-operative 
stwieties lend money is rather liigh. Investment in jewellery is gradually 
disappearing : co-operation and banking ought to be iinfde special compulsoi-y 
subjects in education and 1 would suggest propaganda work also. 
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Written evidence of W. SAMltt WARA RAO Onm, 

Secretary, Alamnra Local Ck>*operative Union, Zttmited* 


I. Agricultural credit and credit facllitiee f<rr *umU indusirie** 

1. In this .district and spoeiatly in the area of operation of the Alamuru 
Local Co-o|>erative Union, which is limited to Alamuru revenue division, 
the agricultural ex[>en8es are Iwing made by loans from eo-oj>eratlve credit 
societies. The co-operative societies are worlcing efficiently in this area and 
each village has a society which provides loans for the majority of the 
cultivating population. There is also a local supervising agency to look 
to the efficient management of the societies in the Alamuru revenue 
division. The transactions in the area amount to nearly 8 lakhs of 
rupe<^. The ryot is usually granted three classes of loans, the short-term, 
the intermcHliato and the long-term loans. Bhort^term loans are being 
grant€Hi for land revenue, cultivation expenses and other special nf>e<ls sucU 
as failure of monsoon, family expenses, etc. The inUn miHliate loans 
are granted for a period of six years for purchase of jnanure, cattle 
and the planting and improvement of gardens. There is a co-oi)erative 
land mortgage hank with its headquarters at Alamuru to give long-term 
credit to the villages within a radius of five miles. It is granting loans 
on mortgage of land for a perirsl of twenty years, for the liquidation of 
prior debts, for permanent irnj)rovements to lands and purclmsc' of landi. 
Tho.se co-operative institutions have a standing of only seven years hut 
they have gained a firm footing and are now in a position to throw the 
local Rowcar out of the field. 

Ix>cal sowcars uses! to financi* the ryots and villagers In^fore the advent 
of the co-operative societic's for all their needs. The lending rate was 
between 20 per cent and 40 per c^ent, the minimum lioing 20 pi»r (smt. 
Though the societies are working in the area with a substantial capital, the 
local money-lenders are transacting business to some extent. iWt their 
business is not so encouraging ns before and they arc investing nuisi of 
their monies on lands. There i.s a keen competition in almost all the 
villages between the local sowcars and the co-operative «(K‘ietic^. But the 
societies are worked by tbe most prominent and influential persons of Lho 
village and the rivals are not able to do them any harm in the far‘e. Tbe 
result is that the sowcar.s are conipelleil to reduce their rates of interest 
and the sowcars’ lending rate now varies botwenm 9 per cent and 20 iM^r 
cent and there is not u single loan standing above 20 |)er cent now. The 
lo<‘aI co-operators are regularly preaching the gos])el of c‘o-operation, and 
the societies are gradually gaining the confidenc*e of the pefiple, enough to 
attract their savings as deposits in the societies. 

No part, worth mentioning, is played in agricultural finance by Govern- 
ment, the Imperial Bank of India, the joint stoi^k hanks or other indigenous 
hanks or bankers in this area, to help the ryot directly. The Imperial 
Bank is only lending on security, of producre godowms to a few landlords 
and merchants in the area. Most of the agricultural credit in the area is 
granted by co-operative institutions, as descrihetl above. 

A capital of al>out Rs. 60 lakhs is sufficient for the varietl needs of the 
population in this area; and I think, no other movement exwpt the oo^ 
operative can solve this problem better. 

There is co-ordination of financing agencies in this area only lietween 
the co-operative institutions, while the other ageiuues try to compete not 
only among themselves hut also with the c^o-ojicrative societies and central 
hanks. Tlie scope for improvement in this direction is only possible by 
the development of co-operative institutions with all facititiefi. At least 
the central banks should he permitted to lend on securities of gold and 
silver ornaments, 

2. The local producers keep part of their produce for local demands and 
sell the rest to the agent of some wholesale merchant of the nearest town 
and this merchant pools the produce so gathered in his godowns. Boon 
after he gets a favourable price he sells it to the exporter, The husinewi 
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conducted Sy'ii wholesale merchant who gets his capital from the Im{>erial 
Byjf or sonuNjlpier joint stock bank. Thus, the real gain in the rising 
prices of produce ^joes ^ the town exporter who is a middleman and not 
to the ryotwho tods with the sweat on his brows to produce H. 

Creating market facilities and the formation of pools for the produce 
come under the general heading of non-credit activities in the co-operative 
movement. The present state of non-credit activities is not at all encouraging 
in this Presidency and there is not even an encouraging feature within 
our ken, unless sufficient facilities are granted by Government to the 
existing conditions. At present there are few purchase and sale societies 
and even they are not functioning well for want of financial support and 
facilities under the by-laws. The only eyewash of the lyot in the existing 
societies is the facility of crop loans and joint loans. The former are just 
now l>ecoming popular in our parts while the latter are not sufficiently 
understood yet and taken advantage of by the villagers. To improve the 
Indian agriculture and to be useful to the ryot economically the only possible 
way is to develop co-operative marketing on a wide scale by the organiza- 
tion of a network of pooling centres which should l>e within easy reach 
• of even the small producer. 

Tn the opinion of some co-operators, a central financing institution for 
the whole Presidency to finance the various non-credit institutions is ncee.s- 
sary. Put, T think, there will be no great use by multiplying the class 
of financing institutions by allowing a good margin of profit for each and 
thus raising the lending rate to the borrower for whose relief the movement 
|| intended. 

At present there is an apex bank to balance and direct tlie credit of 
the various district co-operative central banks and generally there is a 
central bank for each district to finance the various societies (credit) in 
the district. Put there is a complaint from the village co-operators that 
the district financing institution is not within easy reach for transmission 
of the monies of village societies and for this reason the village societies are 
not able to supply money to ryots in due time for their needs. This is 
one of the reasons why the ryot is not able to derive the full benefits of 
the co-operative credit system and has still to run to the local sowcar for 
his agricultural investments and family expenses. So, there is an agitation 
for starting branches of the apex bank at various convenient centres in 
the district with a small area for the operation of each branch to finance 
the villagers in time at a lower rate of interest by eliminating margins of 
profit of the intennediary institutions. 

These branches should be given facilities for transacting the business 
of gold and silver loans and produce loans on large scale, besides the usual 
function of financing the primary societies. As the area of operation for 
these branches is limited, the managing members of the branches can have 
full knowledge of the local condition and the .status and honesty of the 
customers; so that there will he very little scope for fraud or dishonesty 
which the Central Bank at a distance cannot be expected to detect. 

This sort of business on large scale cannot possibly be transacted by the 

village societies which are now suffering for want of human material. 

These branches must be provided with large godowns built on the up- 

to-date models to pool the produce of the area and for this purpose the 

Government should provide the branches with substantial subsidies. The 
Government also should help them by giving some of their deposits to 
create certain confidence in the public. The audit may as well h© in 
the Government hands for the confidence of the public. 

The various branches of the apex bank in the whole Presidency con- 

the produce, each in its own area, the apex bank having full control 
onyall these branches. This will facilitate the pooling of the produce of the 
whole Presidency to develop the internal and foreign trade. The branches 
situated in important towns and the apex bank in the metropolis can easily 
arrange for the sale of the produce in the best market. The market condi- 
tions of various trade centres must be communicated to all the branches 
as often as ne^ssary by broadcasting or some such speedy methods as 
the Zechoslovakian co-operators and agriculturists are managing to do. 
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Tito pmUu'O of a ()utti|HT your may lie liekl cm for-^ j^p Han yoar. *||ii 
Govomnioiit should j 2 civo a rovolvini*; fuiul for tliin purppr tiMnitir 
on© rocently sanciioiUMl liy tlio Kf^loral Govorniiiowi of ttio 
of America to the to-o|K'!*iilivo tiiarkctiiig 8oeiotief>. Jly tpF ili© k*vol oi 
iHitH-'s can Ik‘ <*oiitixilkH| aiul relief i^iieetlily proviikHl f<»r famine arena. 
Speedy tran?»|K>i*t and marketing for inn'inlialik'^ can la* also urraiig^ ky 
this method. 

By judicious granting of lioiinties to our producers through the aliore 
eo-o|>erative orguniaations. we can also prevent the inflow of foreign pro- 
ducts whicli may Ik* dumped into our inarkt^is hy foreigners without entirely 
depending on the supimrt of tariff wall. 

.1. In this district the value of land is lietween Tls. 400 and Bs. 2,000 
per acre. The wet lands are of a higher value than the dry lands. Com- 
petition lietween the purchasers of lands is one of the <4iief misons for 
afFoc*ting the value. If there is no (oiufietition lietwcnm huyers in a certain 
place, the seller has to m\\ his lands ns Aske<l hv the huyers hy the proa- 
snre of his creditors to i*epay his debts. Value of land in Government 
auction for non-payment of revenue and the value of laud in the event 
of sale hy court docrcH' cannot lie estiinaie<1 definitely. There will bo only 
few cases of that sort, and the values will mtistly depend on competition 
hetwt*en hidders. In hoth the cases the value of land will not lie far less 
than the value of land bought hy private negotiation. 

4. There is a land inoilgage hank working at Alamiiru with .T) netgh- 
hnuring villages for its area of ofieraiion. all situated within a distance 
of five miles from Alamurii. The hank was startcnl only last year and its 
work is very encouraging within the short pcriinl of its cxisteiu'e. 

The hank lends to the meinlH»rs for a jieriiMl of 20 years and the Imr- 
rowers have to pay interest at 9 p<*r cent each year on the outstanding 
amount of the loan together with an instalment of the principal. The 
capital is raisp<l hy floating delientnres. The Rt^gistrar of Cf>-4UM*rative 
Societies is the trustee of the hank an<l he will control and r<*g!ilnte the 
issue of debenturt's taking care of the fintuicia) position of the hank. 

Tn the event of non-payment of loans hy mendiers the hank should have 
powers by a resolution of the l>oard of directors to sell the mortgaged 
land by public auction after giving sufficient notice to the parties. 

Special offic'crs arc to lie appointcnl to inspe<*t the hanks, and advise them 
in legal matters and one officer is to W put in charge of one or two hanka 
only to concsmtrnte all his attention for the development and efficient 
management of the hanks in his charge. 

Tliere arc only 20 land mortgage banks in the Presidency, out of which 
four only are working in the Andhra districts. Kven these four hanks 

have bcMMi starUnl recently. On the whole the working of the land mort- 
gage banks in tliis Presidency is not at all enwuraging owing to the lack 
of financial support from the central organisation and difficulties in apply- 
ing the existing by-laws in the practical working. 

The members of the primary land mortgage banks are now c^omplain- 
ing that a great injustice is done them by the 57tb by-law which imposes 
an additional three inonths’ interest on all advance repayments. This 
condition is k»vying too heavy a fine on c^onstituents who are able to repay 

from their savings sooner than they ex|)ected. It naturally creates a 

tendency to spcnid it otherwise in the intei-val which coniiot 1)© helped. 
He thus remains a debtor to the hank till the expiry of the originally 
ex[>ected time. This curtails the scope for the liq nidation of his debt 
sooner, even if he can, Tn a country like ertir own, where agriculture is 
a gamhie in the monsoon, the ryot may l>6 able to repay most of his 
debt in a favourable season and such a condition will he too heavy for 
him. And with this heavy fine on advance payments our hanks will he to 
him of no l>etter use than the Marwari or sowcar. This is one of th<* 
reasons for the failure of the land mortgage hanks in our Presidency find 
these hanks will never be able to relieve the ryot of his proverbially heavy 
indel>tedness, if he is noi offered better opportunities for repayments which 
is the sole aim of these banks. This question, I hope, is one essentially to 
he tackled by the central land mortgage bmik; and I think an amendment 
of this hy-law is necessary for the progress of these hanks and the good qf 
the constituents for whom they are started, 
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^ Tlu« cjuestioti ian Im:^ eanily tackled if tlie Madras Central Urimii Bank 
i» allowed to issue del»eiiturc*s for loiig-tenii loans, and to finiiiiee the pri- 
mary land mortgage banks dircctl.v. If tbe primary land mortgage bunks 
are Hiiancred this way, iiiiy advaiuv colleetions from inemlH^rK can lie 
remitted to tbe Madras C’entral Urban Bank which cun invest these sums 
in its short-term husiness. Tn this <*ase the ^fadras Central Urban Bank 
should allow* the primary land mortgage hanks to float delientures and 
supply only the money that is recjiiired over and above tbe sum so raised. 
This leaves the primary land moilgage batiks as inde|>endent constituents 
of the Madras (Central Urban Bank like the present distric^t central banks. 
If this is not feasible, tbe central land mortgage luink as conceived by 
the Committee should l»e to the primarv land mortgage banks in the same 
relation as tbe present Madras Central Urban Bank is to tbe district 
(entrai banks. 

Besides tackling the question of advance payments, this scheme confers 
another great advantage. Some of the lfK*nl capital which may l>e un- 
willing to go to buy debentures in a bank in tbe metropolis, will flow* into 
ibis; and such induecmcnt is necessary for tbe d<*velopment of banking and 
investment lialiits in tbe Indian villages, where capital is naturally sby.^* 
I think this is one of tbe essential factors for consideration in any banking 
sebeme for tbe Indian rural population. 

f). For the increase of credit facilitic?s to the agricultural classes, it is 
necessary to reach an estimate as accairate as possible of tbe existing 
indebtedness of tbeso classes. 

To find ont an ap])roximate indebtedness (»f these classes an enquiry 
committee for a village or a group of villages has to be appointed. But 
ucs'urate figures cannot be olitained as there is a tendency in the people 
not to expose their income or delit to the public*. Therefore, if tbe exist- 
ing by-laws of tbe village co-operative orc'dit societies give scope for more 
sums to be drawn to meet tbe clemands of tbe village landlords, the ciuestion 
of pivpuring an c^stimute of tbe total indebtedness of tbe village.s does not 
come in the way. From iiiy experience in tbe village eo-op(*ralive societies 
for the last 7 years. 1 can say that, if tlie iminageincmt of village socie- 
ties is put on an t^ffic'ieiit and firm basis, these societies and land mort- 
gage lianks W'Orking in a limited ar(*a C’an inc*et all the demands of thes4> 
agricultural classes and clear away tbe total indehtedness of tbe ryots by 
whic^li they aie described as being cripplcul down. There aic only few echi- 
catecl [)eo|do living in the* villages to undc'rtake tbe heavy work of u village 
^ society, P>cn if they uncUotakc to do tbix, they are not ])aid amply. They 
have to do honorary work. The society will have to work regularly under 
a w'boletiine responsible person if its aims have to be realizcxl. Therefore, 
it is essential to think of a better scheme^ lor tbe efficient working of 
,^tbc village societies through which only it is possible to devise measures 
for giving credit facilities to the agricultural classes. 

It is diffieult. bowa^ver, to give a correct or even an approximate 
account of the debts incurred for various purj>oses shown in the sul>- 
quostion. For information regarding the other que^stions, my answer to the 
fii-st question may bo refeiied. 

Tn deltaic areas like this, there should be some sub.sidiaiy industry to 
engage tbe agiieulturist when be has no work iu the fields. Tbe ryots 
are simply whiling away their leisure time in ehit-ebatting and scanclal- 
mongering or playing cards, if not in lazy sleep. But if they are pro- 
perly attracted l)y some .subsWiary industry which creates a sort of activity 
and liveliness in the village folk, it not only adds to their in<*ome indi- 
vidually, but also enhances the wealth of the country by preventing waste 
of energy. Generally, the I’vot feels a sort of consei'vative sentiment of self- 
reSpect and prestige. So, the industry should lie such a one as would not 
W repulsive to this sentiment of his. The industry should lie one that can 
yield a fairly good return for the labour invested. The capital for the 
industry may be got by loans from tbe village eo-operative soeiet^'^ on indivi- 
dual or joint responsibility as the nature of the industi-y may necessitate, 

Tn order to put them in the imn for such industry there should be schools 
situated at convenient centres for half a dozc*n villages at the least, to 
attract the villagers by exhibitions, to train them in handicrafts and to 



arriinge for tlio dtt>|»obal of the iirtirle^ prepaml i>y ibonK Tlicssi 5 ^^liook 
hlioulif Ir* nmiiitaiiici! hy sit(>Mdk*«> from Ch>veriim»Mit aiiil loc'ttl iamnls 
The <-001*?^ of training in tlio m'IiooLs should not have the tom' atintfephere 
of present day tiK*linicai training sc1kk>Is or iH)Ueges. It should bo conducted 
at any r^nnnion meeting phu't* of the villagci's. Spinning and weaving, 
einhixiidery, rattan works. tatH^making. rope-making, mat-weaving, ear|H?t- 
weaving, engraving, dyc-sinking. carpentry, cutlery and the like luindtcrafis 
may Ik? taught in these institutions. 

7 . There is uhsulutely no relation hetwecm co-operative hanks and other 
hanks in the c'ouiitry, except the lni|H*rial Bank of India which gives 
cash crc^lit to ('o-ojuMative t’cntral Hanks to a exHtuin ainuntU lixcMl hy 
the Registrar ot Co-operativc' Societies at'cording to the transactions and 
financial standing of the hank. 

Tliere is a general deavlh ol capital in India and to make up f»ir this 
delieieney, all the lo(*al bodies' de|)<>sits. irrespective of the pix'sent pro|>or- 
tioM fixed, must he given to the ('ciitral Hanks, and tlu' amounts in tlio 
pcxst office* savings hanks >liould also hi* given as deposits for om* and two 
years to tin* tx‘ntt‘al hanks. A part of tlie loia! revenues, say IN. 1,000, 
also most he givc'n to makt* ii}) the* working capital of tlu'se luniks. Tln^ 
present co-operative credit societies nnisi transact all short-term and interim 
crcnlit. leaving tin* Umg-ti'iin transactions to hind mortgage hanks i^xeln- 
sively. The Goveiiunent ought pot to liesilalc to take these stops as the 
audit is luitirely in their hands. The imiximum horrowiiig powers of tin* 
societies and individuals may he left to he ti\t*d at the discrc'lion ol the 
finumung hanks, s this will solve the complaint of the iniidtupiate ertaJit 
ot .some socii'ties md individuals. 

Getierally spc‘aking. thei c* i*. no eoiopetition h(*tw c*<*n eo-oju'rjitii (• hiiiikh 
and joint stock hanks, as the C’entral Hanks are previmlcd hy the* Act from 
undertaking most of the hanking hiisiness done hy the otlier joint stock 

hunks. Hut the recent introduet ion of crop loans in eo-operat ivc* (’rcslit 
soeic^ties is opening a field for eoinptd it ion and ( he j ato of iiitc»rc*st at wliieli 
the jennt stock liafiks and the Imperial Hank oiler to leiid on crops is mor(» 
advuntagc‘ous and this may ultimately spoil the hiisiiicvss of the eo-operuti vc* 
C'lculit societies. nnlesN the ec‘ntial haidvs are (|niik in offering similar facili- 
ties to its memhers. In i educing its late of interest >peeially- on croji 

loans. 

t 

The onc’ iiossihle eoiiees,>ioii desirahle lor eo-operutivc?! hanks is tli i 
exemption tiom incoim*-ta\ ot all deposits in rc*gistercHl e<^-o|ie! alive* insti- 

tutions. as this will draw the idle capital of the conservative villagers wlioiii 
the dread id iiu;ome-ta\ tempts to hide their money. Aiioilier essential 
eoiuessioii for c*o-opei iitivi* institutions is a sjieeially low’ rate of money order 
c-ommission and insnranee ehargi s. and charges foi* ti*U*gi‘aphir* inoiicjy orders 
and mes.suges hetwc’cn co-operative institutions on co-OjK»i‘utivc^ hiisiness. 
I’liis has been rc'presented to the (ioveinment many a time hy resoliitiom^ 
of district and provini'iu! c-ontereiic*cs. hut in vain. This c-onc'Cssioii has 
lw*en grantcMl in Bihar and Ori.s.sa and some other province's. The (ioverii- 
nieiit should ahso give the co-operative institutions the cimvenieiice cd free? 
remittance tiimsfer receipts liiroiigh their treasiirit*s. 


I f .~ ~I htitffrnoHx hanl;hiff. 

3 . Indigenous hankers ate not iiiHiiy in this district, and tlie amoiltit 
of their transactioiK cannot he calc ulated w ith any* amount of a<x*uraey hji 
tliey do not give correct informal ion of their husiiiess for fcuir of ineome-tux 
officers; 

They al.^i do not accept deiHisits to any apprecdalde extent. Soiiio Hch 
Alarwaris of pliiix*s like Kajahinnndrv and CVicanada have traiiKactions with 
the Ini}H?rial Hank arui their huiidis and pro-notes are dis<x>nnt«d hy 
the Imperial Bank. Their ratc^ of interest are generally high and the 
conditions imposed in the transactions aix* exacting. Thev lend tnostlv 
on gold, hut in reiiahie (*nsi s on pix>-iiotes. So. the pcHiple liave a generttl 
prejudice against these Murwari hurtkera. 
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8. They are a Met cxciuHively de^^oted to Met^li iritoreblM and iudtvidiiat 
profits, and it in not pof^iblo to turn their hintitieMM to any great aerviee to 
the agricultural c?ojiimunity. So, i do not think any privileges are neeeaaary 
for their hubineitiM* 

9. My own idea is that they make an average proftt of not less than 20 
i>er cent on their working capital. 

Ar- 
il. As suggested in iiiy answers to the second question, 1 think, t|ig|^ 
branches of co-operative banks in convenient local centres with local direo* 
torates w ill 1^ of iininense value. But there will la? no great use in dove- 
loping these indigenous bankers 'in the present state of our counti’j*. 

• 

111. — luve^tiiunt habit and utiraciion of capital. 

1. The existing banking facilities are through joint stock banks and the 
Iiiiperiat Bank, liosides the co-operative banks and their ai)cx bank. There 
are also professional money-lenders and individual bankers in in)p:>rtaiit 
trade centres. 

To encourage the investment habit in individuals there are only the 
aforesaid l)unks most of whicli open savings ac*i*oiints, l>esides the postal 
savings banks where there are sub-post offiet^s. 

To improve and extend the investment luibits of the villagers, the 
aim must be to put the co-operative societies on an efficient basis and 
allow' them to offer a dec*ent rate of interest to attract local savings. They 
may even go to the extent of iiitmducing c<nnpulsory savings deposit for 
every iiieiiif)er. This will also give a fitirly good amount to the woiking 
caiiital of the movement. The existing investment facilities arc only in the 
urban areas, far away from the rural populac*e who need it most, and any 
method to improve the saving and investment habit of the villager can only 
1>e introduced through co-operative societies wdiicli must be put on a sound 
financial basis and under efficient management. 

Investment facilities were few and far Injtween in olden days, and tlio 
people grow' into the habit of investing on gold and silver jewelkuy. More- 
over jewdlerj" is the only property of the ladies on which the Hindu Law* 
on the debts of men cannot lay its clutches. This has l)ecn in vogue 
for such a long time that it has become part of their nature to invest* part 
of their savings at least in this form of luxury and ornameutatioii. This 
habit is no doubt a mere vanity, but in some cases the widows ol deceased 
persons are finding their means only on the investment of these jewels. 
But if they are given hanking and investment facilities, they may be drawn 
into these habits of investments in course of time. 

2. The Postal CJash Certificates are popular only in towns and with a 
few* e<lucated people of big villages. Most of the villagers do not go in 
lor them as they do not know sometimes even of their existence. 1o popu- 
iariKc them they must be sold through (W)i)erative societies and part of 
the money given as deposits to the socrieties. Another necessary alternative 
to popular i*e them is to create public confidence in them by offering to 
repay the money even l>efore the expiry of the set time at a certain rate 
of interest. When the so(*iety is the agent to .soil these certificates, the 
people who are in close touch and who have daily relations with the society 
cun clearly undei-stand and will be naturally tempted to invest their savings 
on these i*ertificates, and their sale will increase appreciably. It is desirable 
to print them in the vernaculars. 

The money got by the agriculturist is hardly sufficient for him -to oko 
out a living after paying the kist to the Government, the rent to his land- 
lord and the numerous charges of cultivation. If at all he could save a 
nmrsel out of itj it goes to repay part of the intei’est on his debts incurred 
in the generally drought years, while the principal remains as it is. f 

The farmers can rarely afford to lend money. But in cases wherif^ they 
lend the terms will imt l>e .so rigid as those of the local moiiey-lertd^rs, but 
the rate td interest i» not low enough. * C; 



4. The cheque hahit can Iw |K»|>uluri]iCHi only if proper faetliito ai*u 
; otfered, even in villagers— for instuiice. the Jotial inHoperative aoeioiy of 
Alauiuni. which* situaieil in a rural area* is ahle t<» attract <urixuvi tle|K>6iit« 
to an a[q>i*eciai>le ainouiit within a sluirt time after its intniduction of eur- 
i-eiit account. Most of the educated initldle t laxs are freely using cho<|UUs. 
This is the result of the facility offeroth 

The cho(|Ues must lie in ventacuhir. us most of the village put>uiaiiati 
not care for Engiiiih eilucation. 

Ycs. 

For want of facilities. Hanks are firstly not within easy reach of most 
of the population wliich lives in viilagcv^. Some uneducated iHH)|>le art? 
even timid to approach tlie t<»wii hanks whicli have an idea of uilicdal 
tyranny. Even some of the townsmen do not cure to go to the joint stew k 
hanks to invest their .savings. a.s they are not quite wed rc'cvlwnl hy the 
bank officials, their account being small in ninoimts. 

Tilts cjiie^^tion has la»en answeicHl at various place's in the answcu's to 
iny previous cjuestions. 'I’he invc'stiiic'iits of the villagers can Iw' improved 
only through co-opeiat ivc* institutions; ami for tliis non-otlicial propa- 
ganda with lilieral subsidies from (Jovernment is the hcst. 
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Written evidence of C. BHANUMURTl Gnra, B.A., i^T:, 

Retired Telogu Translator to Government, Bhiniavaram. 

I Ai/rii ullnml cn'tltt ami crvdit faiil/ficif for small indisstrlcs. 

(Itneral. 

I Iiuve had Init little contact witJi agiieulturists before retiring fi-oiu 
Horvic'e. Ever hiiice retirement, 1 have hud but a few years’ acx|uaiiitanee 
with the village ryots, and that has been ecjnfined to three or four villages, 
one of vvljieh is wet and the others dry. all of which are poor in agricul- 
tural jesouiees and developiiieiiu With so little direct eon tact with agri- 
('uliurul life, 1 would have jireferrc'd to prescjrve silence, but for soiiie grave 
grievances of the ryot poi>ulatioii deinauding prompt redress^ w’hich force 
themselves on my attenticjri. 

2. The hulk of the village r\ot.s eome imder two categories, one possess- 
ing small hohlings of tJieir own amd the other labouring ais sids-tenants 
of hind-owning middlemen , who are hardly able to eke out a living. The 
jji’ohlem of lif<^ us regards the latter ehiss is liereft of tJie data for solution. 
Even a numihcM- of the* former class ‘clinging witli a despairing grip’ to 
the few aci’cs that come to his share is confronted with insurmountable 
difficulties at every step. 'I'he village ryi>t has. of course, some knowledge 
of tlie traditional methods of agriculture, followed from time immemorial 
ill his conn try. whicli arc jii bc'st crudt' and unsatisfactory. He is other- 
wise si(‘e|>('d ill litter ignorams*. Eaeking a knowledge of tlu^ elemeiituiy 
principles oi arithmetic and all hnsincss habits, he keejis no accounts and 
IS utU'i’ly incapable of arriving at correct statistics which enable him to 
understand tlu' lU't results of his laliours and may server as the basis of 
any j’('(n('sen t atioii he inu.\- have to make to th(‘ aiitliorities. He is devoid 
of all initiative in the matter of organizing guilds and societies calculated 
to aid liim in the \ arions concerns of his life*, s^uch as I'uising loans and 
seem ing inijniM’ed machinery, good seed, fertilizers.^ and favouralile markets. 
H(‘ is thus far behind his fellow' in the civilized eountries. Theie is. there- 
fore, liardly any ipiestion conijirised in the (|uestiomiairc to which a favour- 
able re|>ly cun be given svith reference to him. 

.‘k 'riiis is not all. The v illage ryot has not the necessary intelligtaue 
and push to turn to a( count the fmv institutions started in the country 
to lend him a helping hand, such as the co-operative ciedit societies and 
the hranclies of the Impc'ria! Hanks. He is too shy and timid to ajiproueli 
the autfiorities and derive the henetit of legislative measures meant for 
his aitl such as the Jiund Improvement Loans Act. He is entirtdy devoid 
of business habits such as aie needed for the strict utilization of the loans 
for the intended objects and the regular puynuMit of instalments and the 
co-operative credit societies with their short-term loans afford him little 
relief. As a result of all this. t)() |)ei <ent ot the ryots are still resorting 
to usurers for raising even small loans at exorbitant rates of interest 
ranging from to dO per cent jier annum. Most of them do not jmssess 
even this credit. They are thm efore constrained to have recourse to the 
jiernicious system of raising money on ‘ jatti-chittu,’ forward contract 
agreements, whereby tlu* rv ot binds himsell to sell his jiaddy or other 
produce to his creditor at a rate of discount of one rupee or inoie.iier 
hag on the market vulue thereof at harvest time. This works out, all 
things considered, at the init|Uitous rate of 40 or 50 per cent per annum; 
or. worse still, he is forced to borrow grain at a rate of ‘ namu,’ i.e., 
interest in kind, of half a liag per every hag pf grain advancred lor a 
period of six months, 'Phis works out to cent per cent per annum. 

4. Meagre as my knowledge is of tlio life of the agriculturist and of the 
work of the* *4|pencie\s such as the Imperial Hank and the co-operative credit 
societies, I feel I have to offer the fejilovving few suggestions in. view' of 
I he flagrant evils above referred to: — 

(i) that land mortgage societies granting long-term loans such as the 
oiie HOW' existing at Gudlavalleru. Kistna District, may he <istablisbcd 
«u|K>rtaiit agricultural centres, witli necessaiT safeguards in the matter 
of cdiejvk and audit ; 

(h) that joint stock <*ompanies may lie started on a co-operative Wsis 
iu each village or a convenient group of them for a liberal supply of improved 
agricultural machinery, select ,se<»d8 and fertilizers; and 

(#iii) that stoi-e-honses for sticking agricultural produce to be sold 
at advantageous pric'cs in ay be provided at convenient centres, where branch 
banks do not exist^ on the security of which loans maj’ be granted to the 
ryots. 
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Written eridence of the Statietioal Assistant, Oihce of the 
Director of Agriculture. 


/. — Agrif'ulf ( mnl n nitt Javilitirs fot' »niaU i$nhis(t 

1. (a) An averap;t‘ ry<*l is jX(nH‘rally in a position to nuvi ]iis oxpoUvSOH 
in eultivntinjt his stapln food < rops on !us land witlnnil any loan, if tht» 
crop year previous was a favoiirahh' om*. Ht' reserves his own mkmI and 
the grains rixpiired for c<K)lie. He has his own cattle and inannre. Only 
when the crop in the previous year laihsl or wlnoi In* attempts to grow 
new croj>s as sugarcane and groundnut, he feels tin* want of capital ainl 
lias to go to money-lenders who are avaiiahle Nxally or' in the adjoining 
villages. Besides, Gov<‘rnnient grant loans rimU'r llu* .Vgrienltnrists Loaii'^ 
Act XII of 18H4 for the purchase of seeds, fodder, phnighing eattle, etc. 
But they arc not In'ing availed of to the fnll(*si tvstent lor tin* following 
reasons . — 

(i) The sulKjrdinate Bevonne Olfieers dt) not encourage tln*ni lor Itxn 
that the amounts not recnverahU‘ fi'oni the honowers ar<* reeovt‘red is>in- 
pulsorily fronr themselves or they are pnnislred in the niter riat ivi* hy stop- 
page of increment to theii' |>ay ami <d promotion; and 

(/i) oc<‘asionally cases of noMise fif the concession hy the limrowers 
also o(*cur. For example, a ryot applies for a loan for the j>nt‘chas4* of a 
])nir of hulls when he Iras already out* and thr* frn t ( unnoi he t'asily vt'rifietl 
hy the Bevenue Oflic«*rs in spite of their searching en<|irirv. 

(h) C'nltivatoTN get loans from (iovernment gt*m*rr!lly for sinking weds 
in Jireas wln‘i*t‘ mcII sinking is necivssary ami nseltil and also for’ i<*claina- 
tion of lands under the Land Improvement Loans Act XIX of Mere 

too the working of the .\< t is not as wide nor as |>opnlnr with oflieers 

dealing with tiro A< t <o* ith (In* i‘vnts hoi imving as eonhl ht* <*\p<*cted. 
No Hevetnu* Officer fcH.‘ls that he is safe in rcacrmmemling or granting a 

loan for fear of his having to make good ev(‘ninall> tin* anroinrt rrot recoV(*r- 

ahle from the horrower. On tin* ryot's sirle. he fe<*ls wnrrirMl hy demands for 
the nxH)very of capital and inl<*resi in spite of his advr'rse eircumstan<x*s 
to which the eolleetiiig officers pjry litth* heed, often to safeguai’d (jrrvei'n- 
meiit money ainl to savr* theins<*lvr'>. from the* strictures ol superior ofli<*<‘r's 
for slack work. Statistics iijr to date ahoiit im[iroveim*nts <*ffecled with 
the aid of Slatx* loans ar<* n{»t rrvailaldi* r**tnlily. Ifni tin* statrsiics printed 
on page H of the ALrdras Takrrvi Mannai will sirtrw that tin* total advances 
made hy Ooverninent dnrirtg the 12 years <‘nding wiili were to tlie 

exU*nt of Bs. (Ki.Hl.llO ami impiovrinent'N w**ie efL*f’(ed as per’ details noterl 
holovv : 


Nuinlxjr of wells. 12,n«6 
Heclarnufioii of lumf, eKfetif. f>7,l*i 
Other’ works, 62,(t73 Junes , . 
PrircbaHe of Cuttle 
J^urehuss of fodder 
PtO’chase of ^^ed-gruiris 
Other purposes 





US, 

18,12,832 

uClfs . . 




^ • 9 9 




. . . . 



IV, 27. ^22 

. . 



7,61 ’087 

. , , , 



1,03.186 

. . 



V3,W2y 


Tt may also he observed that Bs. MO.OffO was advanced for the purchase 
and installation of 21) oil rmgines ai»d pnmpH for irrigation. 

(r) Generally for the sjieeial i»ee<ls as failure of monsoon and for 
land revenue, the ryots have Ik*i*ii yhifiiiij4 for iliemselv«*H hy lairrowing 
from the local money-leiuleis. 1’hc rates of int<*i<*st vary with individtiais. 
Ryots owning large extc ts of lanrls (who are known us ricli) command 
loam at interests varying fi oin 6J to 9 per eetit. INwrer ryots have to jMiy 
12 per cent and more g<mer^ll 3 ^ Lands and liousc*s form the scxuirity 
moatly given and accepted. Loans on the Jiccurity of standing crops, such m 
groundnut, sugarcane and <:*otton. are rwuparatively liinitrxl and are granUxI 
only by traders and middlemen in the iiantf of advances wiiii inUu'Ost vary-* 
ing from 12 to IB per cent. 



The credit for iill the capital and i>ermaiieiit iiuproveineiits of ctiltiyahle 
lands done «o far in the (sjiintry alioiild go to Gorerniwent. The financing 
done hy |)rofc*s.sionid money dcMiders t4> enltivatorH has laM}n extensive and 
iiIho itniforndy ruinous to ryo<^ as they ha%*e la^n impoverished and their 
lands als<> have gone <o the hands of rufuiev-leiiders. Advjnures hy mcr- 
chants and dealers iticludiitg toniijaiiies trading in fertilizers only enabled 
tho ryots to live from hand to mouth, hut trere not, however, so 
harmful as the loan given by professional moneydenders. The credit given 
hy local hanks and hankers as well as hy chit funds is res|>onsible in a 
way for the lavish expenditure now indulged in hy rxots and for their 
ultimate luin. ('o-operative hanks eannot lie said to have already laid 
the true foundations in villages hy both intensive and extensive propaganda 
on the advantages of co-operation, thrift and self and mutual hell); they 
can he said to l)e only in the embryo stage. The Imperial Bank i.s at 

liresent more a hunk to financ*e hig trddei*s (internal and foreign) and do<*s 

not deal with villages and cultivators direct. 

At present there is no co-ordination among the various credit agencies 
and there is wide sf'Of)e for improvement all round. At the outset, charge 
of intei'ost on loans over 71 per cent should he legally prohibited. In course 
of time this rate of interest also should be redueed to 6 per cent by a 

further piece of legislation. Even the discretion nt present vested in civil 

courts to pass in decrees only reasonable rates of interest and to disallow 
exorbitant rates under section .‘W (1) of the Civil Procedure Code is not 
being exorcised generally. The law about prohibition of loans at exorbi- 
tant rates of inte?*est should l)e passed in spite of clamour from money- 
lenders just as the Child Marriage Bill was passed recently. Only then 
the money-lending classes would realize the advantage's of hanking and 
prefer the investment of all their capital in the co-operative or other hanks 
to the present ixdicy of lending to ryots involving them in tedious and 
troublesome process of recovery of interest and principal from the bor- 
rowers only after going to coojrts. Once this great obstacle is removed by 
special legislation, all the credit agencies can got into co-ordination easily 
and the ^ly of hanking will he smooth. Secondly the rate of interest 
under tho Tuind Improvement Loans Act should he rednwl by 50 per cent, 
i.e., to .‘H per cent and the same rate should apply to loans under the Agri- 
culturists Loans Act also. It may b<? noted that 3 tier cent was the rate 
of interest under the old Act. The present rates of interest, ()i per cent 
under the Land Improvement and 3 per cent under the Agriculturists 
Loans .Acts are to the cultivator anomalous. The lower rate of interest 
for the long-termed land improvement loan, on tlie use of which the culti- 
vators’ economic condition and staying pow’er largely depend and Which 
would also hi ing credit to the Government for effecting permanent improve- 
ment of the land and of the pmsperity of the people, would make 
Government loans far moie i>opular. Grant of loan should he extended 
for the sinking of drinking w’ater w'ells and construction of d^velling houses. 
There should he a further inducement to the ryot hy way of remission of 
interest if he sinks a w’cll in his cultivable land and builds a dw’elling 
house also on it. This step would tend to the migration of euHivators 
to their own fields, removal of coi^estion in villages, better sanitation and 
health, use of all refuse as manure and much l)etter attention to and 
protection of crops. Penal interest on different scales should be dispensed 
with. A nominal penal interest may he charged. Tho contents of the Act 
and the rules should he condensed in the form of a leaflet and it should 
he peimianently advertised for some yeai*8 in all the newspapers, especially 
in the vomaoular and in the agricultural and co-operative journals. The 
Act and the rules are very considerate especially the provisions for the loan 
on pei'sonal security to * me!nbef*8 of a village community, for the Col- 
lector’s discretion to remit the interest in the ease of poor borrowers and 
for the Local Grovernment’s power to grant loans at reduced interest or 
Without interest. But they are not known to cultivators and even t/: 
a large number of the officers that are empowered to grant loans. Wherever 
eo-oporative societies and panebayats exist, the loans under both the 
Acts should be disbursed as loans to memlrers of the village communilT 
through them and on their recommendations provided they are not contra- 
dicted hy Revenue Officers , on good , grounds. Likewise, recoveries ^ouM 
he made through them. Suitable alterations may be made by tb« local 
Government in the present rules 





2, Food crop# .--In the co^ of paddy there are a number of professional 
dealers and proprietors of rice-hulling machines irho go about the Tillages 
and buy stoclcs. There is some ^mpetition and therefore the dealers in^e 
advances to the needy, thrust similar advances on other ryots and secure 
their customers’ promise to sell tlie stock to them alone even long after 
harvest at the market rates. Except petty land-owners, a large number of 
the rest hold their stocks for a rise in price. Exports overseas are arranged 
by larger traders and owners of rice-hulling factories who collect the pro- 
duce from smaller merchants. Other food crops are mostly sold to local 
merchants, local mouey-lendei*s to whom the cultivators are indebted, and 
to middlemen. The last-named people take the crops to the adjoining 
shandies or markets. There merchants from different localities having 
demand for the said grains collect and puichase them for export. 

* 

Commerciot crops.-^ln the case of a crop like c*otton, the trade is done 
tlii'ough the local money-lenders and oominission agents. Petty land owners 
who get crops of less than a bandy load each sell them away to the local 
money-lenders wlio are also traders for the prices dictated by them at the 
Hitno of haiwest or for prices settled l>eforeband at the time of taking 
loans. The other i-yots take their crop to the traders or commission agents 
in towns who would have given them advances on demand or who woubl 
have thrust voluntarily suA advaiu'i's on them to be sure of gettiug the 
crop. 

The saine procedure is followed in the case of groundnut. Occasionally 
the crop is sold to the dealers even when it is on the ground and they 
har^-est the crop and offer the produce for sale at the nearest dc'pots kept 
mostly by European firms who export it to foreign countries. Thtjso firms 
form a tie as it were and are said to di<‘tate their own prices to the culti- 
vators. Hence ryots are completely ignorant of the demands overseas and 
cannot hold up the stock in the hope of better prices. Besides, the crop, 
being of a perishable nature (especially as ryots wet the crop for dc>corii- 
cation), boeoines unfit for stocking luileHS it is scrupulously dried. 

Sugarcane is grown on comparatively sinall extents in thc3 Presidemy 
as it involves a large expense from the beginning to tho end. C’nliivaiory 
are generally indebted to the local mone5’-lenders who act often as <‘oin- 
mission agents on of bigger merchants. The fortune of the trade* 

is at present ver>^ uncertain on account of the import of foreign sugar 
which sells cheaper than ghur, and the ryots’ cultivation of ihe^ crop i. 
more or less a speculation at present. 

There are possibilities of forming pcmls and of co-operative effort in 
marketing produce. But there are considerahlc^ difficulties in tho way. 
The iiiiml>er of markets worth the name in the Prc»sidemy are only a few. 
First, two special officers for markets should 1>e appoiniecl — one for the 
northern districts and the other for the southern districts. 1'hey should 
sta^ the lines of movement of the important crops grown as paddy, ragi, 
jonna, curiibu, sugarcane, groundnut, gingelly and cotton, examine the 
condition of the present markets and propose the opening of now public 
markets at tho rate of, say, two to tour for each district according to 
its importance. They should get into touch with trading movements out- 
side India and should be in a position to publish leaflets every week abour 
the prices and the centres where the several products are in demand for 
the information of cultivators and traders. Markets should l>e managed 
by committees elected from the class of cultivators and traders on the 
lines of the proposed Commercial Crops Bill. Other organizations of agri- 
culturists and traders in important villages outside the market centres also 
should be form^. In villages, intensive propaganda work should bo done 
to educate the villagers to make joint sale and purchase and to keep the 
crop pure. They should bo explained where every raw product of their.i 
goes, what profitable use are put to in foreign countries and how thev 
can work on similar lines if they adopt principles of oo-operation. Wher- 
ever co-operative societies exist, they should undertake the work of selling 
the produce of their villages jointly. The marketing officer’s price list 
and information al^ut the centres of demand for the produoo and tho 
important merchants at those centres should guide them ordinarily. As 
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movements develop, marketing offiBtiT^should be given agricultural assistants 
to help the cultivators with suggestions about the cultivation of new 
commercial crops that they could profitably grow to meet the demands 
abroad and co-operative societies and other organized trade unions about 
the improvements that would be necessary in converting raw produce into 
finishea products. State aid by way of construction of godowns and their 
protection from fire should be given free at the outset on the Egyptian 
model and can be charged later on for the services rendered. No aoubt 
large sums of money would be required for an appreciable period at the 
outset to finance the cultivators by way of short loans to facilitate holding 
up their crops till prices sufficiently rise and the required finance is found 
in the large deposit in banks expected of money-lenders when they are, 
dc^prived of the option to advance at their own arbitrary and usurious 
rates. 



Written evidence of MJUBty. K. V. KRISHNA RAO PAmTOLU 
Garu» Visianagram. 


/. — Agricultural credit and credit facilities for small industries. 

1. (a) The agricultural poi>ulation gouorally raiiiio loans in the sUafw 
of money aiul kind from sowcars l>oth for their inttiutonaiui) and tho culti* 
ration charges. Those sowcars are iiiiddleineii. 

(h) Tho ryots are not generally in tho habit of taking adva4tuge of 
tho Agriculturists Loaus Act in this district, most part of winch is aainin- 
dari tract, and Government aid is not sought lor, as most of the i'j*ots aro 
not aware of the help that the Government is prepared to give. 

(r) For land revenue the r 3 *ots are ol>ligetl to raise loans from the 
sowcars and \\\ very few civses from the co-o|)er alive siKieticH as the instul- 
nient demands for land revenue fall long before the harvesting of crops, may, 
marketing ^hercHjf. 

The rates of interest vary from 12 per tent to 24 per cent besides the 
obligation of the r^'ot to sell his pimtuco to his cretlit^u* for some profitable 
rate, i.e., at a rate less than the one ruling in the market at a 
stipulatoil period. Thus, the rate of interest may excetnl even 36 jier 
cent. The period of loan will he till the harvesting of tho croj». 1’he 
debtor i.s bound to .sell all his produce only to tho crtHiitor. The cattle and 
the implements, carts and in extraordinary cases lamls also are given lu 
security. Agriculturists are not beneliUHl directly either by Government, 
the Imperial liunk of India or joint stock companies. They are being helpcMi 
hnanciail^' to a certain extent by the co-operative banks and greatly by 
professional money-lenders and merchants. In the j)resent system of rais- 
ing loans by agriculturists from money-lenders and merchants (1) the full 
value of the crop raised does not go to the cultivator; (2) the agriculturittn* 
obligation to the sowcar is extended by a demand ol Irw laliour, free 
supply of cattle and other minor items, Ibus causing great hardship to the 
cultivator; and (3) the cultivator, when once he iKsomes a prey to a sowcar, 
can never redeem himself and he is ever a debtor. 

The introduction of co-o|H^rative agricultural hanks to inec»t the deinand.s 
of lyots for the purpose of agricultural oporati^is and payment of land 
revenue and for the marketing of tho produc!e in times iavou ruble to the 
cultivator direct to the purc’haser without a midclTeman is a remedy. Each 
village or a group of villages at convenient centres should have a hank. 

There is no co-ordination among the various credit agencies including 
the Government. On the other hand one vies with the otlier with a desire 
to the market. 

"2. At present the crops after being harvested are not taken to the 
market individually by the rjots. A middleman who is generally the ryot’a 
■owcar purchases the produce for credit by paying small acfvanc*c‘s and 
pays him the balance of tho stipulated price at a discount some time after 
the produce is taken awa^^ from him. Each village generally has two or 
three such sow-cars. It is very rare that the ryots actually take their produce 
to the market. 

I am in favour of forming pools and of co-operative effort in marketing 
produce. 

The present facilities for marketing the produce are, as explained above, 
through the iniddleniati, in which the rj'ot does not derive the full Imnefit, 
TTie introduction of co-operative institutions for marketing the produce and 
^vancing about 75 per cent of the market value of the produw? to the ryot 
immediately from the co- operative inatitution on the pledge of the produce 
and the recovery of the advance with interest from the sale-proceeds of the 
produce by tbo'co-oprative institution at a time when the prices are favour- 
able to tbe will prove beneifictal. Of course this advance payment may 
be made witii reference to any loan, already obtained by the ryot from 
the co-operative institutions. 



The part played by each w to ToSfi' to his own profit and try to acquire 
m much as he can. 

3. For the purpose of giving the value of lands these have to he classified 
as follows: — 

Dtv — 

(1) Garden lands with wells foi* irrigation. On these are grown cholam, 
chniies, tobacco, plantains, sugarcane, onions, turmeric, etc. 

(2) Lands on which grams, cumbu and groundnut are grown without 
any source of irrigation. 

Wet-^ 

(1) Lands under tank irrigation. 

(2) Lands under river channel system. 

The prices of all the above lands vary according to the facilities of 
cultivation, i.c., nearness to the village-site, road communication, etc., 
However, an average price is given. 


ES. 

Dry- 

No. (1) Price per (iore from .. .. .. 50— J60 

No. ^2) „ 150—300 

Wet- 

No (1) Price per ucre 200—500 

No. (2) „ 300—1,000 


* ^ H the lands are pre-settlement inanrs, 25 per cent more will be demanded, 
% The above rates refer to cases of purchase ))y private negotiation. In the case 
of sale by court decree the above rates may nearly he approached. In the 
case of (a) the value always falls very short; in many cases the lands may 
go for a considerably less value. 


4. 'PliGre is some legal impediment to mortgage lands under occupancy 
iiolding. There are no mortgage banks or agricultural banks in the 
district. They are needed. The lines on which these banks should be 
worked should form a separate subject. The loans in these banks should 
1)0 confined to the actual bona fide needs of the cultivator and should not 
bo a sou ice of l>euefit and speculation of a mediator. 

(a) Regarding record of rights and ownership of lands the restriction 
imposed in section 164 of the Estates Land Act on the necessity of a certain 
proportion of the ryots or landholders being applicants should be removed. 
Each man may apply and^et his rights recorded at his own cost, 

(5) Process of foreclosure and sale by tlie mortgage hank in the event 
of iioii-puyinent may be extended. 

(f) All transactions through the land moitgage and agricultural banks 
should be free from stamp duty. The working capital of the banks may 
bo derived from all the sources described in the questionnaire. If the 
debentures carry a Government guarantee, the bank will work on a sounder 
basis and there would be more deposits also. 


To guard against such loss the Government should have supervision and 
contjol us in the case of co-operative institutions. 


5. 1 have no materials to make an estimate of existing indebtedness of 
the agricultural classes in this district. From what I know I may state 
that aboiit 25 per cent of the agricultural classes are not indebted though 
they cannot bo classed os people above ne^s. They may not have suflSicient 
means to effect impi’oved methods of cultivation, to meet famine and other 
kinds of distresses and educate children. 


The debts are mostly due to professional money-lenders. The rates of 
interest charged range from 12 per cent to 36 per cent. The method for 
ciiWhlation of interest includes compounding the interest also as stated above 
compelling the ryot to sell his produce at a lower rate. The enforcement 
of the payment of the debt is by the sale of land. 

Yes; efficient farmei^ are reduced to tenants and the lauds are pass- 
ing inl^ the hands of creditors, and the tenants at will are turned out as 
coolies— locally or by emigration agents. 



\m — Um will muti iri the indifFor^ee of the cultivator in the improTO- 
lueiit of the land iu au efficient and better manner. 

6. Ilioe milling and sugar rehneries are now in the hands of capitalista. 
Dairy-farming is unknown. Gur-making and garden produi'es am restricted 
to some particular localities. Cotton ginneries do not exist iu this district. 
Hand-spinning has been eclipsed long ago by mil! production of yarn and 
doth. 

Dai ty-fu lining is being carried on bv a ct'riain class of people in a most 
unscientific and unsystematic and unclean method. (1 mean Gandu com- 
munity.) This can tie improved by orgatiiacHl ass<K*iations. Hand-spinmng 
may 1)© revived. Sugar refineries must l>o made a homo industry by 
introducing small and clean madtinery. In order to develoi» the spirit 
of industry among the agricultural classes, I woiild like to introduce in 
all the village schools various kinds of industries such as tarpentry, smithy, 
hand- spinning, tanning, brick-making, tile-making, weaving and sucli other 
industries as would be suitable to various Iwalities. Working capital should 
be raiseil by eo-oj>erativo system assisted financially bv tlie tsmiral bank and 
by Government with the staff to supervise and oi'ganisRO and market the pro- 
duce of places where the production i.s more than local ncH^ds. 

6-a. In plac*©^ whore forests exist the manufacture of woml pulp must 
be introduced iu such a form that each individual can produce some pulp 
out of his own exertion and thus earn. Industries such as soap-making, 
coir-making, can© works and embroidery may also l>e introduml. 

7. To iiicreuse the capital iu the co-ojH'rativc iitstitutions by shai>^, 1 
propose to exempt the institutions from the operation of the Iru'onH'-tax 
Act. 


The co-oi>erative banks Kwk more to the lienefit of tlieii' constituents 
v'liereas the other banks car© more for the greater lieuefit of their tdiare- 
holflers, C'onsequently, their relationship must naturally l>e and is iu tact 
a little strained. 

The work ot the co-operative banks has not dcvclopid thus far as U) 
compete w’ith that of joint stock banks. 


1 1 . — J fii lige no ha n k iny. 

1. Tlie indigenous banker lends money to all classes of men on plodgo of 
jewels and on pledge of grains, jute and other prcKlucts of a coimncrcia] 
natui‘e. He also accom mod ales the constituents of the imperial and other 
Banks at the time of the renewal of bills of demand, at a very high rate 
of interest, i.e., one anna per day per hundred rup<H*8. They also transact 
in hundis whase rate of exchange is less than that of other hanks. Further 
the formalities are less than in the Imperial und other Banks. 

2. As far as I understand the indigenous hanker docs not assist in 
financing agriculture and trade and industry. 

3. There is no organization among most of the indigenous hunks. The 
capitalists are individuals. The volume of their business depends upon 
their financial capacities and their esj>enses are far loss. The relationsliip 
l)etween the indigenous hanks is practically nil. The Imperial and other 
Banks constitute as financing agents to some exteiii to the indigenous 
hankers. 

6. Tim rates of interest the agricultural community has to pay to tli© 
indigenous banker vary from 12 per cent to 36 per cent either in kind or 
cosh. The rates would come down when co-operative institutions dovelop 
and provide more and lietter facilities to the borrowing classes and take 
the place of indigenous money-lenders/ Burely the reduction of rates in 
jliterest helps the agricultural community to spend more on agricultural 
improvements end in tl/r standard of their living. 

7. Yea — but the people are compelled to go to him. Tho banks are 
protected by general laws. If time indigenous banks are systematined 
and worked on broad basis, legal facilities can be extended. 

The dealings of this class of banks wHh their clients are not sound. 



To »ay briefly the existing defeelibi the bankers care to get as much 
profit as possible and consequently the conveniences and prosperities of their 
clients are not consulted. The only remedy is to develop agricultural, 
industrial and co-operative banks with the help and the control of the 
Government. 

8. T cannot think of any suggestion or recommendation for the improve- 
ment of the private banks so as they may be more serviceable to 
the community. 

9. I think there would l>e a net return of 9 i>er cent after making 
allowances for charges^ legal expenses and losses through defaulters. 

10. Tliey are not able to meet the demands on account of the several 
reasons mentione<i in the question. 

11. Indigenous banking system cannot be linked with the central money 
market and provincial capitals unless such banks are systematised, 
organiz€)d and brought under control of special law and sufficient guarantee 
is given to the capital of the indigenous bankers. Yes : a*" joint-s*ock bunk or 
a branch of the central reserve bank or a local bank with a local directorate 
may be established in each district with which the indigenous banking 
system may l>e connected. The banks so constituted must compete with 

H indigenous bankers so that a check may be placed on their unrestricted 
dealings. These banks must l>e popularized. 

12. No. In this district there is no money which will be kept idle with 
\j!fee capitalists. 

///. — Investment habit and attraction of capital. 

1. Owing to the poverty of the masses of India savings are practically nil 
for the purpose of investment. 

3. Farmers do lend money to fellow agriculturists on more favourable 
terms than the ordinary money-lender. They invest surplus money if any 
in extending their landed property and in the purchase of gold. 

5. Yes. The habit of investment in banks is very slow owing to want of 
education, confidence and enterprise. 

The Development Department must engage establishments to educate 
people to invest their savings in jiroductive undertakings but I am afraid 
the imposition of the income and professional taxes w^ould scare the ryots 
away from such investments. 

The Imperial Bank of India to my knowledge is more helpful to the 
local merchants than to agricultural classes. 
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Written eridenoe «f XJLBy. A. S. PAIB Anrgnl, B.A., 
Berenue DiTieional Offleer, Mangalore. 


1 . — Agricultural credit and credit facilities for small industries, 

1. Agriculturists in this district genemUy obtain financo for cxi>oiimw 

daring cultiTAtion and for other needs either from professional 

money-lenders or from merchants dealing with the articles produced by the 
agriculturists. If they obtain money from the mone^-lenders, the rate of 
interest is nerer less than 12} per cent and it is soniettmes as high as 25 per 
cent. What they obtain from the money-lenders is howerer not^monejr out 
rice and the borrower has to return 1} muras of rice at the Shashti Vaida,** 
i.e., at the time of the next Subrahmanya Shashti festival for every mura 
borrowed by him. The rate for such borrowing is much higher ^an 25 pM 
cent as the period of the loan is less than a year. There are instances in 
which standing crops are mortgaged and subsequently harvested by the 
borrower also. 

When money is borrowed from merchants, a rate of not less than 12} p«|S 
cent is charged and there is always a further agreement that the produeib ^ 
will be supplied to the merchant at a fixed rate which is always lees than 
the market rate. 

For capital and permanent improvements the agriculturists generally 
borrow from Government under the Land Impi-ovement Loans Act or tho 
Agriculturists Loans Act or from co- 0 |K*rtttive societies. 

2. The produce is generally supplied to wliolesale merchants and commis- 
sion agents in towns. The produce is not generally sold at once to tho 
merchants and commission agents. The moment tho produce is delivered 
the agriculturists will obtain an advance from the merchant or agent for 
which interest will be charged till tho produce is finally sold and the 
accounts settled. 

Some co-operative societies of producers and agriculturists were formed 
in this district but they have been failures generally. 

3. Paddy is the chief crop in this district and there are three varieties 
of paddy lands, i.e,, Bail, Majal or Mogaru and Bettu, Tho first are double 
crop lands, the second are generally single crop with an occasional dry crop 
and the third are single crop depending on rain alone. The price dopenas 
on yields. Paddy fields yielding seven or eight nuiras of rice fetch Bs. 1,000 
now. The liest bail field wdll produce about 20 to 2t5 muras of rice per acre. 

There are very few sales of land for arrears of land revenue in this 
district and such sales do not as a rule fetcli the usual market value of the 
land. Sale by court decree also does not generally fetch the usual market 
value probably on account of the litigation involved. 

4. The Bunts and Jains who are governed by the Aliyasanthana Law of 
Succession are the chief land-owning classes in this district. A member of 
a family in these communities is not entitled to have his share in the 
family property partitioned or alienated. All the members of the familjy^ 
have to join to partition or to alienate or mortgage tho family property^ 
and, as there are always feuds in families, it is difficult to raise Joans by 
mortgage of family property. 
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Written eridenoe of M.RAy. G. DHARMA BAO ATargal, 
Secretary, the Ganjam Biatriot Co-operatire Banking Union 
Limited, Berhampnr. 


1, — Agricultural credit and credit facilities for small industries, 

1, The need, nature and sources of agricultural credit. — The agricultural 
progress depends on a sound system of securing capital and credit. The 
agricultural credit — credit granted for the promotion of any line of agri- 
culture — is mamly of two varieties : (1) the shoil-term, and (2) the long-term 
credit. The capital needed for the carrying on of agriculture as a pro- 
fession, to meet the daily needs of husbandry, such as cultivation ex- 
l>enses, cost of ordinary repairs, value of seeds and fertilijBers and so for^ is 
supplied by what is known as short-term credit. This form of credit is 
unsuited to finance farmers for such purposes os liquidating old debts, 
effecting permanent improvements on their holdings, converting an unecono- 
" ^ mic holding into an economically profitable one by sinking wells or executing 
other costly works, purchasing new lands and so forth. So each time the 
^ agriculturist needs credit for any of the above purposes he has to approach 

(1) Professional money-lenders or 

(2) Merchants and dealers or 

(3) The Imperial Bank of India or 

f4) A co-operative society or 

(5) The Government. 

Agricultural indehtedness and the attempt to remedy the indehtedness . — 
From time immemorial agriculturists are suffering from indebtedne^. 
Various causes render the agriculturists indebted. Creditors often exercise 
control over the borrower to the degradation of the latter. The Government 
also take to advance loans on favourable terms to the agriculturists under 
the Land Improvement Loans Act and the Agriculturists Loans Act. Such 
help is usually intended for the benefit of the substantial class of cultivators; 
hence, 

(1) It never touched the cultivatoi-s of lower status. 

(2) It had no educative influence. 

(3) It never laid emphasis on the moral factor by making one responsi- 
ble for all obligations. 

The object of the Indian Takavi Act is not realized. Under this Act 
Government has had to deal with the ryots through its officers all of whom 
do not possess the same degree of capacity and honesty. The machinery of 
Government is such that without some elaborate enquiry the loan cannot 
be passed. There was therefore inevitable delay and the money did not 
reach the ryot’s hands at the very moment he wanted it. He was also not 
able to get the full value of the loan in many cases. Hence the ryot 
continued to be ridden over by the local money-lender. 

Joint-stock companies and agricultural indehtedness. — For the follow- 
ing reasons the joint-stock companies failed to cure the agricultural 
indebtedness : — 

(1) Joint-stock companies are generally situated at a considerable 
distance from the villages. The communications are often difficult and 
expensive. 

(2) Being at a distance, they could not accept the property of the 
villagers as security. 

(3) The loans of the joint-stock company are often repayable at call. 
The villager cannot be expected to pay money whenever he is called upon 
to" do so. He has got a season when he can clear his debts and not at all 
times. Henoe this kind of loan never suits the villager. It is often detri- 
mental to his interest. 

Owing to these causes joint-stock companies could not be of any use to 
villagers. Therefore loans given under the Land Improvement Loans Act, the 
Agriculturists Loans Act and loans from joint-stock companies never help 
poor ryots, whose economic interests co-operative societies are now trying to 
better. ^ 
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honk$ and aoricniturcd tfMl#»?»l^f»ew.---8bori-ierni ac^mmo- 
dation h an absolute and urgent neowwiity for every one connected wi^ 
agriculture or oliier indusiriee^ for without it such industriM cannot ha 
carried on. Such credit can be cleared out out of the products of each 
industry. It must flow as a continuous stream so long as the indufitJTr 
is carried on. It can be said that co-operative batiks are able, to n certain 
extent in villages where co-operative societies exist, to accommodate the 
short-term requirements of the agrienlturists. 

Long-term loans are intended to supply the fixed capital required in , 
any undertaking and can be repaid by small iiihtalincnts spread over a long 
period. Hence loans given for that purpose by co-operative banks should 
he for very much longer periods, not more than ten years, and to enable 
such loans to be given co-operative credit societies should themselves lie abW^^ 
to borrow money repayable in comparatively long periods and should be j 
allowed to repay such loans in driblets aithin the period contracted for. In 
tackling this problem, one has to bear in mind that the existing co-operative 
financing machiner>’ is not suited to undertake this work in any appreciable 
scale and better arVangementM require to be devised. The system or creating 
a suitable financing machinery or arrangements for giving long-term accom- 
modation for the purposes of purchase of land, removal of prior indebtedness, 
making permanent improvements to land or irrigatioit by sinking large sums 
of money, is inevitable. 

The resulti of the non~$uppJy of the required credit, — Owing to the dis- 
advantagf^ enumerated above, the co-operative society is not helpful to the 
desired extent in ac<‘ommodating ermlit facilities. It is also not correct to 
say that those wlio joined the co-operative movement do not even now draw 
their credit from the money-lender or from the trader who regulates every 
transaction to his best advantage. Unfortunately such capitalists are few 
in iiumlK*r, their roHourres are limited and there is very little comiietitimi 
among them. As a result the capitalists exercise an undue influence over 
the prtKlucers and dictate' their own terms. The agriculturist is forced to 
avail him^ielf of this kind of help which is after all financially ruinous and 
he l>ecoines a prey to such cajntiilists. He is outwitted by the capitalist 
who, being a hx'al man, with the influence of his position keejis a tight grip 
over the transaction and invariably gets hold of the produce at the time of 
hanest leaving very little for the protliicrer to maintain himself till the next 
harve.st. The producer liecomes a borrowH»r and is kcnit permanently under 
the thumb of the money-lender or trader or both. The misfortune of the 
agriculturist is that his misery gets deepened by causes beyond his control 
as failure of rain, infection of pests and diseases of cattle. 

Bate of mtere$t prevalent. — ^The prevailing rate of interest on mortgage 
loans is 12 to 18 per cent and grain interest 25 to .*10 jier cent and on demand 
promissory notes the minimum rate is 12 per cent per nnnnm. We have 
to include also the other charges incurred reganlmg a debt, as exfienses 
in the registration of the mortgage dei*d, etc. It has to be noted, of course, 
that rates vary according to the cwnomic cemdition of the area and the 
credit of the individual. But the rate of interest charged on loans by co- 
operative .societies is uniform tliroughout, at the rate of 9f per cent per 
annum. 

Credit accommoilalion given by iowcar^ commercial hank, Government an^ 
co-operative banks, compared, — ^The cre<lit given by a sowtar or by a com- 
mercial bank will not be advantageous unless the borrower is prepared w 
repay loan in full and at a time when the creditor wants it. A sowcar’s 
lending creates a personal element, where tlie distinction between 
borrower' and the lender is brought out prominently. Such a feeling Ii0fr« 
ever is less keenly felt in the case of borrowing from a commercial bank. ’Ola? 
credit given by a sowcar or by a oompatiy concern is not necessarily intend^ 
for the improvement of the borrower, whereas a co-operative credit society ‘ 
has only that in view. The credit giv^ by the Gkivemment is leas harmM 
bnt it mins the cultivatkm of the spirit of self-reliance and self-help and ^ 
does not obliterate the distinction between a borrower and a lender. 1m 
Government has not the adequate machinery with the local knowledge to 
arrange for the recovery from the b^^rrower of the loan so as to suit his conve- 
nient. In a co-operative credit society every borrower works to secure 
credU not only for himself, but for the society itself and for his broHier 
members. Rueh a spirit is never generated when be gets credit from the 
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Government even though he may get it at low rate» of interest and repayable 
by ea«y instalment spread over a much longer period. The credit to be 
obtain^ in a co-operative society is therefore <lcK‘idedIy the best form. 

Nature of security . — The agriculturists are steep^ in debts for various 
causes. Still they have a command of vast potential resources which can 
be capitalized if suitably organized. They own valuable lands which are 
valuable not only as regards the sale value, but also as regards their prO'* 
ductive character. Such lands ought to produce adequate wealth if agri- 
cultural operations are properly conducted. The fact is clear that the 
agriculturists are very much in debt because they have not adopted Bcientilic 
methods of agricultui-e. 

The basis of credit in a co-operative society is made up of — 

(1) Material assets — Property owned by Tnembei*s. 

(2) Character and capacity of production of the membors. 

The first is a general form of se^mrity on which the required credit accom- 
modation can» bo ordinarily raised. The low €K‘onoinic^ position of the 
agriculturist can l>e traced to vei-y many disintegrating influonees at work 
in India’s rural life among which the important is the purely individualistic 
conception of the agriculturist. 

2. Joint purchase and snip on po-operai\pp UnrH . — Credit no doubt plays a 
chief part in agricultural development though there are many more aspects 
of development which can be secured by the play of mutual trust and joint 
action. One of such activities is joint loan. Much benefit will accrue to 
t|ie members of rural societies by the joint purchase of agricultural and 
domestic requirements of the members and the joint sale of the produce of 
the members. Credit is of course a common thread which runs through 
every transaction. Purchases of food-grains and pulses made soon after the 
iiarvest are very advantageous. Traders purchase them and sell them at 
mucli higher rates during the course of the y(‘nr and before the next harvest 
season. The traders always secure wide margin. Tlie traders’ profit indicates 
the amount of Joss sustained by the proclucers and the consumers. The 
agriculturists’ produce is usually absorbed by the traders. The poor i^ot is 
unable to hold off his produce till the price rises. But if tlie credit scKjiety 
gives the ryot his needed credit accommodation, he can sell his produce when 
the market is favourable and lie can combine with others, pool the produce 
and sell it at more advantageous terms. 

Marhrtiny prodnve , — Facilities lor the marketing of produce are at pre- 
sent rare. Owing to the absence of combination among the producers, the 
producer pays lieavily for transporting the ]n“oduce to the market. Hc‘ 
cannot standardize the jirice of produce, lie has no adequate knowledge of 
the wholesale market and its fluctnations. His habits are generally 
conservative. 


The produce of the agriculturists may l>e classed as l)elow : — 

(1) Produce tor consumption in local markets either in its raw coudi- 
tion or after conversion in a marketable form. 

(2) Produce exported to foreign markets. 


Sal^ of SMoh piodiK ‘0 are iisimlly effected in small driblets by the agri- 
%^ltunsts to small traders who attend weekly shandies or go almut the 
ttountp- and purchase the produce in small quantities. The small tradei-s 
> oollected to bigger traders in towns in the vicinity and 

tw latter again send it on to the wholesale merchants in important towns 
in the Presidency town. On some occasions the wholesale merchants 
Mna out tiicir agents to buy the produce in shandies soon after harvest or 
^wn smaller traders in iinpoitant villages. It is a fact that the produce 
through ^our or five small middlemen before it reaches the wholesale 
niiddlemeii exiiect to pocket a certain amount of commission 
SU and consequently offer low prices to the producers. The producers 

" wholesale merchants would have 

^en for the producers. 

t^XUmediei suggested for favourable marketing.— Success in trade ©Dera- 
tions is dependent upon the following ©pera- 

producers to make them realize the disastrous 
tradera ^ ^ present sell their produce at low pates to th© 
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(2) All intense desire arcomuanied by sii-eugtb of will to ead the exist- 

ing of sal© and to orgama© a co-operative coiiibination for tu© sal© 

of their produce advantageously. . • i. i* * 

(3) The gradual strengthening of tJi© co-operative organiBation oy ©Umi- 
naiing the middlemen at each stop. 

Vrevautions — Co^^pemiivc $i}ci€iy stilv of ai/m aiimitl piodutc* 

— A co-opt* rat iv© organ iaation has to pay atteuiioii to the following poiiitrS 
when undertitking the sale of agricultural pnKluce : — 

(1) ProdiUH^ of uniform (juaiity should he secured. 

(2) The producers should be made to supply the produw without 
practising adulteration. 

(3) The ijnKluce should* he graded nc*cording to tpianiity. 

(4) The produce should he carefully stoc^kcMl and preserved in a 

anidition. , ^ 

(5) Adecjuate arrangements should Im? niiule to Ik* in toucli with the pritw^ 
prevailing in the who!e.sale markets. 

(6) The organization must select the bt*st market for tlie disposal of each 
kind of produce. 

(7) Suitable ariangemeuts must be made to sioik the collected produce in 
suitable inaix's to Ik* put on the wholesale marKet when the prices are 
favouiahU*. 

tB) Itesponsihk* men witli sullicieni knowledge have to be secured to 
decide the time when the produce should he sold in tlie wholesale market. 

Future vo-operaiive banIiih(i~~SH(ju(‘stion ». — Tiiis may be eonsidored under 
each head ; primary rural societies, urban banks, central banks and provin- 
cial hanks. 


Vrinmnj niml socufies ami urbau boa Aw. -By developing the instinct of 
banking among the rural classes it needs no saying that the productive 
capital of the country viii considerably increase and (ommereial pnisporitv 
will follow. A co-o(ierat ive society must accommodate its memlHUH with 
sliort-term as well as long-term credit. Ah tlie central haiikH are bitunted 
at a (iistaiUHi and cannot serve the societies easily and readily to receive 
their remittanc-es and meet their demands, the societies will do well to ueek 
the help of the urban societies wlneh may servi* as hanks of remittaiU'es 
betwtK*ii co-operativ<‘ societies in villages and eentral banks. A v illage society 
may pay all collections in the urban society in current accounts for credit 
of their accounts with the c*eiitral hank and draw by cliequo whenever 
nec<*ssary whicii a ill also ho negotiated by urban .societies for the memlwiH 
of rural societic^s. Tlie urimn societies and centra! hanks may adjust their 
ttccounts by means of drafts or cbec|ue.s. 

Central (Htnia. — Thc^e should undertake to do all kinds of hanking for 
tlieir customers. They cannot ask their cu.'itomor.s to come to them for one 
kind of .service and drive them to the joint -stoi k hanks lor other kinda of 
service. Discounting hills of exchange may involve greater ri.sk.s and troubles 
than ordinary loans hut if a c*eniral bank d(M‘H not do it direct to the cu»to- 
mors but througli co-operative societies there seems to he very little riak. 
Ah' co-operative trade' increa.s<*s, orimary so( ieiies may <liscount bills for 
iiieni!>er.s who of cour.se must he select<*d with a great deal of caution. The 
hills may redi.s(‘ountetl by central co-operative hanks. Co-ojierative bank.s 
receive doiiosits generally for short periods and as they liave to cater to the 
needs of primary societies by way of Jong-term loans, co-operativo debeuture# 
may be hoatod and the Government may stretch its helping hand either 
direct or through the Imperial Bank of India in the sujiply of long-taiait 
credit. 


rrovineial hank . — It should provide adequate opportunities for oeairiS 
banks to direct funds — short and long term— frmu its funds or by borrowingl 
from the Imperial Bank of India or from the Ixxul Self-Government. ^ 


Aims of development on the above hnes . — Kvery meml>er of a family wilf 
b© a co-operator. Every village or hamlet will have on© or more co-operativ# 
societies. Eveiy^ urban area will have one or more banks connecting tl© 
primaiy societies with central banks — which w ill 1)© one or more i© ©mIi 
district and managed a majority of iK>cieties. 


It is therefore observed that when w'© develop commercially through the 
medium of ca-operaiion, w© shall li© bettering the condition ©conoim^Uy 
As yet ill© development of co-operativo banking is in its infancy, it liM not 



even touched the fringe of rural indebtedness. More has yet to be done if 
the agriculturist population has got to be prorided with requisite credit 
facilittes. The total indebtedness of the agriculturist is yet to be found 
out. Ways and means have to be found out for easing the dead weight of 
indebtedness. The town dwellers haye also to be provi^d with easy credit. 
The small salary earner, the day labourer, the artisan, the petty trader and 
other dwellers in towns have to he provided with credit facilities. There is 
the question of housing problem. Every town of whatever dimensions is 
finding it difficult to meet the call for moTO houses. All classes of people are 
suffering from want of housing facilities. The cottage industries have to be 
organized to provide additional sources of income to keep the agriculturists 
engaged during the times of enforced idleness. _Tho ^le of goc^s manu- 
factured under cottage industries to be provided with marketing facili- 
"ties. All these need funds and it is the duty of the co-operative banks to 
mobilize the finances required either locally or otherwiMj or from the 
Government. Then there is the fruitful field of wholesale trade in the pro- 
duce of the land for export purposes. The co-operative banks can lend a 
helping hand in organizing for this branch of trade also. The country is 
crying for such development. The field is vast and virgin 1 

4. Land morf {/age hanks . — There are no such banks in this district for the 
present. The needs for such banks are — 

(1) For the removal of such indebtedness as can be cleared by the 
co-operators out of their future savings. 

(2) For the sinking of fixed capital in the purcha'^.e of land for farm- 
steads and houses. 

(.3) In the perinanont imiirovemont of land in cases where the extra 
income accruing to the hoirowor out of the investment is expected to 
extinguish such debt in a definite iiiimber of years. 

Working of the land mortgage hanks . — Such banks can raise long-term 
credit in the shape of debentures on the collective value or security of many 
individual mortgages. Such long-term credit should be given only in cases 
where the annual savings are sufficient to lepay the piincijial and interest 
duo within the period for which delxmtures are issued. Tlie margin of profit 
in any land mortgage bank should be kept low because of the fact that it 
will deal in large sums of money with a small amount of paid-up share 
capital and of the fact that tlie borrow'ers should be given such credit at 
comparatively low rates. Investments in these concerns should lie exeiUpted 
from all taxes. Facilities mast l>o available for prompt recoveries of dues on 
such mortgage debts. The institution must aspire to get legislative power 
to sell such pledged nroperty without resort to courts, civil or revenue. 
Those institutions shall have a financially responsible agency or arrange- 
ment — 

(1) For jiroper valuation of land mortgaged. 

(2) For proper use of such long-term loans for specified productive 
purj>ose.s. 

(3) For watching the character of the borrowers and earning pow'er. 

(4) For the due recovery of the instalments of principal and interest 
on due dates from the borrower. 

The period for which debentures will he issued should not l>e less than 
12 and more than 20 ,^ears. The area of operation of the land mortgage 
hank sliould be restricted to a grouji of villages within six or seven miles 
from the headquarters of the bank. Loans should not exceed 50 per cent 
of the market value of the laud mortgaged. 

State aid . — The State should contribute to the cost of inspection and the 
valuation of land, investigating titles and assessing the credit of the 
borrow^ers. 
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Written evidenoe of Janab SAYSO AMBSK AIiLBY SAHIB 
Bahadur, Secretary, the Berhaznpur Co operatire 
Federation, Berhanipur. 


1. — AfjrirttUural vntlif and credit faciUtirn jar smtdl indu^triis^ 

1. («) Thtf r>ot is borrow iug iroiii a t‘o-oi>orHtive s4H‘ii*iy it ihmx) is one or 
from a villago sowcar for cultivation exponscvs. 

(b) The ryot is borrowing from the Revenue Department or from rich 
sowcars in the locality or from a co-oi>erat iv© society on the mortgage of 
his immovable property. 

(r) For paying land nn-eniic and for special expenses during the failure 
of monsotm, lie is iHirrowing from ono of the al>ovementioiu»d sources. 

The rate of interest the sowcar charges on demand iiroinissory notes is 
ranging l>etaH*eu 18 to 25 per cent, 'lius is spent away lor short-term 
purposes such as ciiltivation expenses, etc. The r3"ots also borrow and repay 
in hind. Here the rate of interest is about 33 per t'ent wlien calculated in 
money. For ali short-term loans and loans granted for cultivation expenses 
by u village sowcar he generally jnits in a clause that the borrower lias to 
sell ni.s produce at favourable rates to the lender, that is, to Iks more clear, 
the sowcar lends and takas in kind. 

The rate of interest in a co-operative society in this district is only 
Oil per cent. It is grantt*d on two .sureties or on the mortgage of the 
iininovnblc property fh the borniwer or on the prmlms‘ or Crop without 
stipulating any penal clauses, detrimental to the Intercast s of the borrower. 

The Governnient granting “Takavi” loans to the ryots. The Imperial 
Bank has conhned its dealings only to inenhants and ciipitatists iKM’auw* 
these two agencies only are stocking the village produce. The eo-operative 
hanks where they exist are mostly aceominodating the ryots for only culti- 
vation and other minor purposes and they are not able to meet all the 
demands required by the rj'ot for long-term purposes such os improve- 
ments to land, repaying old debts, etc, ]Vloney-iendoi*H and men^hants as 
well readily accomniodnte the ry<its whenever there is a demand from them. 
They go to him even now freely, get the money readily into their liuiids, oven 
though they know they are borrowing at a disadvantage. Htill the morchant.s 
and the money-lenders are popular iii the villages because they readily lend 
money, without €*veii considering the repaying capacity of the Iwirrowor. 
The merchant or luonc^y-lendcr is satisfied if there is surety for the loan. 

I do not know the estimate of the capital required for the various 
jiurposes in this district. 

The village sowcar, who will always lx* in the village, has ready infor- 
mation regarding his customers and their wants and his rate of interest is 
so high that lie can afford to recoup his losses in some cast*s. Now 
organised assoc* i at ions are attempting to do away with these money- 
lenders and lend money on favourable terms to the ryots tbrou^i 
co-oi>erative agencies. It i.s the central bank that is financing these rural 
societies and it depends tor repayment on the unlimited liability of 
the memliers. Even this central institution is feeling nervous to lend money 
to the village societie-s fim^iy liecause there is nothing' to prevent a member 
of the society from alienating his proix^rties without the knowledge of others. 
Since the central institution is intended for the benefit of ryots, there should 
be some rules framed for the prevention of alienating the properties of the 
member of a society. If a member of a rural co-operative soemy wants to 
alienate his property, lie should Ije made to inform the pancfaayat and obtain 
its sanction for alienation. The purchaser of the member’s property also 
must state in his bond a clause that if the person from whom lie purdiased 
the land happens to be a borroww of a co-operative society and if the society 
austaim a lo^ on account of this tnmsaction he would make good the loss, 
1 propose this to be enacted because the abnormal overdues may prora to 
be a great set-back to the movement. The absence of proper saf^^uards to 
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iho money oi the central bans tliai is invested in village societies may abo 
prove to be the same. The central bank lends only considering the property 
quaiiheations of the members which can lie alienated at any time by any 
member or ail the members of a society. Considering the very heavir over* 
dues that are pending realisation all over the Presidency, I think it is 
highly desirable in the interests of the movement that the abovemeutioned 
safeguards should lie incorporated in tho Act before taking any active steps 
for the recovery ol the overdues. 11 this is done the bad characters of a 
soiriety will not lie able to do any harm to its good memliors because while 
enforcing the unlimited liability basis the bad members are let off without 
lining punished and the good members are made to pay for the bad members. 
It is universal that one who commits a fault sboulcl be punished, whereas in 
a C‘ 0 -oi>erative society it is vice versa. Time has come to think that there 
are some wicked men who have joined in the movement and they should 
not I)© let off without being punished when they ruin a society. The remedy 
for all this, I think, is to so frame the Act that when a inemlicr wants 
to alienate his property he should be made to pay all his dues to the society 
and ilKm alienate. If this were to come into force there is bcox>e for tho 
movement to bo run on a sound basis. 

Now there is no co-ordination among the various credit agencies including 
the Government. All tho agencies can join irecly and work on sound hues 
if tho above suggestion is put into forego. 

2. It is the big merchants and capitalists that are storing the produce of 
the country and wherever necessary the Imperial Bank is accommodating 
them with money. Here it is not out of place to mention that the merchants 
are also undergoing many difficulties for trumsporting them from country 
parts to market places and there is also great risk in this enterprise. It is 
ail impossible task to think of organizing co-ojiorative associations for 
marketing the jiroduce of all the ryots in this district. Bui associations are 
to bo organized in all imxioftant market iilaces for marketing tlie produce 
of the ryots who are luemlxjrs of a co-operative society. Every help and 
facility should he given hy Government to siicli society organized for selling 
the jiroduce of these loan and sales .societies diroc^t to some recognized firms, 
inland or foreign. If tliis is not done all tho produce that is stored in a 
loan and sale society would go again to the very merchant who is a rival 
in the. field. Tlie Govenmiont should also come to its assistance for finding 
a market lor the produce [iledged in a loan and sale society. 1 find there is 
no use in organizing loan and sale .societies unless some recognized firms are 
made to receive tho raw produce. 

The internal remittances are not at all satisfactory. I think it is advis- 
able to equalize money order commissions and insurance charges and authorize 
e\'ory sub-treasury to receive co-oxierativo money for transmission to central 
banks or to societies. A small fee may be levied for undertaking this 
business by the Government but the fee sliould be half the fees incurred by 
l>ostal insurance. 

4. There are no land mortgage hanks in this district; it is desirable to 
have one. 

There is a fall in the rate of interc\st charged hy nierobants where 
co-operative societies exist in the neighbourhood. There is no us© in giving 
©very facility to the ryot for his betterment unless the earning capa^ty of 
the ryot Is increased and his extravagant exjienditure during social functions 
is cut sliort. This can be done by opening schools in every village and 
connecting village.s by a net work of roads. 

6. The only industries of this district are sugar and silk weaving. The 
weaving class sliould be well instructed by an expert for the production of 
such finished goods us would find easy market not only in local markets but 
also in other foreign markets. Gan jam was once a jaggery and sugar pro- 
ducing district. Ever since the agricultural farm was started at Anakapalle 
(Vi^agapatam district) through the help of the Agricultural Department, 
that industry improved in the V'izagapatam district. Jt is iiejjessary that few 
subordinate officers should be sent her© for reviving sugarcane crop in this 
district following the up-to-date methods for the revival of the dying industry. 
The two central c^o-operativ© institutions would, I txauk, readily lend money. 
There is also one special industry, the hemp industry (Gopalpur hemp) which 
i©(^uires i^estigation by experts for its i*evival. 
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7. It is the central hank that is lending money to the village societies and 
the central bank is allowed overdraft at the Imperial Bank of India* The 
central bank is not able to meet ail the demands to grant longterm loans to 
societies and it is hardly able to meet ahort-term loans. Tho maximum 
borrowing power of the central bank should Iw increased from ten to twenty 
times its paid-up share capital plus I'eservo fund. ITiilees this is done it 
will be ifhpossible for the central bank to meet all tho demands of loan and 
sale societies and for panting loans on tlie pledge of produce. If this is not 
done there w-ould be dead-lock in the working of the central bauks^ because 
the bank has to grant loans without considering the paid-up share capital 
of tile society when it borrows on the pledge of produce, 

^ IIL — Investmtni habit and attraction of capitaL 

The Imperial Bank must consider the central banks as their own branches, 
give all ci^it facilities to them hv removing the overdraft system. It is 
only then that the money investeil in the Impc'Hal Hank will be utilixed 
for the benefit of the villager thtough the central bank. 
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Written eridenee of X.BJEly. R. S. 80B&AHXAirrA ATTAR 
Avargal, Pleader, OoUehettipalayaxn. 


/. — AoricvlinraJ ereiUi and credit facUitieH for atnall industrie$. 

I. (a) For the expenses cluriri^; cultivation the agriculturiRt expects 
finance from tlie indigenous banks, the money-lenders and in recent yea^« 
t'roni the co-operative hanks on a much larger scale. 

(//) The agriculturist rarely embarks on a scheme of permanent improve- 
ment a'ithout having at least the initial outlay in cosh with him. Subse- 
quently, because he l)egan the work without a plan and estimate he finds 
hiiiiselt under a iiec^e-ssity to borrow for the completion of the work, e.g., 
digging a well. He looks upon the agencies mentioned in I (a) for help. 

(e) Same as I (a). 

The Government help the agriculturists only in their attempts to effect 
permanent improvements, under the Land Improvement ^ans Act. But it 
appears to me that a small minority alone reap the entire benefit for two 
reasons : (1) the agriculturist being under other obligations to others, finds 
it incumbent upon him to pay them in pre(erenc*e to the furtherance of the 
object for which alone the loan was got and (2) there is a slackness in the 
method of supei*vision and even if supervised later, it is like locking the 
stable after the horse is stolen and ends only in collecting the amount. 

Co-operative banks serve a real need of the agriculturist inasmuch as 
they cater to serve him for his cultivation expenses, for his effecting perma- 
? nent improvements, and for helping him in years of failure of the monsoon. 
The part played by co-operative banks, etc., will he found discussed later. 

Indigenous banks and bankers and professional money-lenders do help the 
agriculturist in thtnr own way, but not to any considerable extent. The 
main reason is that most of them care foi* their own interests more than 
the interests of tlie agriculturist. The real agriculturist requires only small 
sums for bona fide agricultural purposes and will return the amount soon 
after the harvest; but this purpo.se and pro<*ess will not suit the money- 
lender, for he would prefer to keep the outstandings for a longer period of 
time to payments by instalments or after short inteiwals. 

Merchants and dealers form a .separate class by themselves. These people 
do not lend for any other agricultural operation of the agriculturist except 
ior harvesting. The mandi merchants may properly be classified under this 
head. On the assurance mainly oral, that the agriculturist will sell the 
produce on his land to the dealer soon after the harvest, he leinis to the 
agriculturist about a month prior to the harvest time of the pai*ticnlar crop 
and gets many advantages and immense profit. 

Defects in the present s}/stem and suooesiions for remedies . — confine 
myself to remarks on the co-operative system alone under this heading. 

It is necessary to briefly outline the method of lending in vogue. So far 
as urban banks are cont‘ernod (except district urban banks), any member of 
the hank possessing the requisite numlnn* of shares applies for a loan, the 
application is plac^ before a meeting of the directoi*s and if sanctioned by 
them he gets the amount. The entire courso takes about a week at the most. 
The directors take care to fix the period for repayment according to tiie 
lime when the agriculturist is expected to get his crop. This is by the 
way. 

My exi^erience tells me that there is always enough money forthcoming 
by way of deposits to the hank particndarly when the hank gets diainteteaM 
and capable men to manage it. The Erode Urban Bank, t know, had a 
regular flow of money so much so the President asked me (as ^retary of 
the Urban Bank, Gobichettipalayam) whether I could get any deposits from 
there, Many €k>vemment oflieials of the Gazetted Officers' grade are pow 



ititmising urbadMbauks. Non^oMciAl public like the MuhajaitA 

Sdiool, Erode, mid the Diamond Jubilee Hi|:h School, Oobiehettlpala* 
S9m^ have fraiued rulee according to which all their inbiiey;s are to he fouad 
depemted in one or other of the deposits of the respective urban banks. 
So the banks do not suffer for want of funds. But having got tho^fns^, 
the brnsks suffer fram the want of the lequisite jurisdiction for dktnbuting 
the amounts, as the jurisdictiou of the urban banks is vei'y limited. I 
would suggest a wider jurisdiction foi* ever>* urban bank. //<nc is ihat to 
he obtained? One method is to include the neighbouring villages within the 
jurisdiction of the bank. If this is done, there is tlie difficulty of getting 
proper men to represent the villai^. If there are proper men. then there 
will not he enough seats in the directorate to i-ept'esent each village and if 
we seek to increase the iuiml>er of seats, the dii*ectorate will become an 
unwieldy body. While on the other hand if there are not enough seats, 
the bank cannot serve every village efficiently consistently with its own 
safety. Therefore this method is not eondiieive either to the welfare of the 
bank or to the convenienct? of the villagei's. Another iiicUukI is to constitute 
a village society of the unlimited typo in each village and to empow'er the 
urban bank to lend to such of them as aiv near hy the tirhati hank and to 
as many of them as the urban bank undertakes to s<Tve. This methoil is 
open to the objection that the urban hank is usurning the functions of the 
central bank. It is stated that the centt'al hank\s wH)rk will fall in case 
the other urban hanks l>egin to finance even some of the rural s<H*ieties. 
Some even go to the length of stating that it is unco-operative in principle. 
Examining these grounds, 1 may at once dismiss the last objection first, 
viz.^ that the suggestion is unco-operativo. I do not fancy much of this. 
What does it matter which hank finances any rural .society, provided of 
course that it is a co-operative hank. Kegarding the ohj(*ctiun that tho 
central bank’s ivork will suffer if this niethod is to he adopted, it may Im 
safely stated that if the central hanks care to .senitinizc the loan a)>p)icationH 
of societies with gieater care and less delay, tfun ccriaitdv the work of the 
central hanks will not suffer, for they have a very wide field in spite of the 
fact that some four or five s<K‘ieties are to he tacked on to eacrh of the few 
urban hanks in a district. The same answer holds good regarding the objec- 
tions of the usurpation of functions. After all. central urban bunks are for 
serving so<;ieties and through them the agriculturist, hut tbe agriculturist 
does not live to fi*ed central hanks. If this is borne in mind, and if alone 
everyone is to put this priaciplfi into practice, there can ho no ohjoction for 
tho taluk urban hunks (as distinguished from tho district urban hank or 
the central hank) to finunco sonio at least of the rural societies. It may 
also he urged as an objeertum that there will he difticulties in arranging for 
supervision; for the pi-eseni supervising nnions art* finamctl mainly hy the 
district urban hank tdther through the district ledcraiion or directly. But 
it is suhmitteil that the taluk iirhan hanks may also he dirtM‘ttHl to pay for 
supervision at the same rate and there will nt>t be any difficulty for tho 
sui>crvising unions to supervise thoin in tin* saim* manner. I mean thoro 
is no harm in the fact that the financing hank is a district urban hank. 
Even if there is any slackness, I am sure that the taluk urban banks, being 
near hy tho societi^, will care to undertake the supervision or to sujiervi.se 
directly, for there is no clash of jurisdiction regarding supervision. 

Secondlff. — Taluk urban hanks may also autborizc^d to lend to non- 
members on the security of their deposits. This will ho an incentive for the 
agriculturist to .save and deposit in urban bonks. 

Thhdhj . — ^Tho rule of limitation for tho eiiforcemont of a loan or docroo 
in civil courts either by suit or hy execution may 1>e amended by providing 
a longer period for the recovery hy co-operative hanks juai in the same 
manner as the recovery of tho dues of the Government. The main reason 
is that the management of a hank changes very often and it is difficult to 
locate responsibility for the default, if any claim is allowed to be time- 
barred. All the dire<*tors are honorary men w’ith no emoluments attached 
to their office and to mulct them writh penalty for such defaults seems too 
onerous. 

Statutory reciuisite tt» ^eep 25 per cent of the deposits for fluid resoul*ce 
pnrpoees may be reduced to 121 per cent. 

I have ac^t to detail how the district urban banks finance rural societJo^ 
of tlm ludtmited ty^ n view to locate the defects and suggest ren^ies« 
ICbat of tibe momhim and many of the governing body meinS^ra of a ntta! 
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iociety know only to affix their signatures, if they are at all literate* Thi^ 
are realising the advantages of the co-operative system only aUn^ ano 
oonstderabiy slower than the urban population. Therefore, for them to HI 
up the loan applications to be sent up to the district urban bank is like 
ctoansing the Aegean stables. While the member finds the numbers of onea* 
tions found in the loan application too many, the department and the distiiet 
urban bank find them too limited. Therefore the supervisor of the union 
goes and prepares the application. Tlie union t^n site in |udgment and, if 
it is recommended, it leaves the office of the nnion in duplicate, one to the 
department and another to the district urban hank. A fortnight on an 
average will lie the minimum time required. The departmental recommenda- 
tion requires some fuHher time and it is only thereafter that the executive 
of tlie district urban bank sanctions the loan. Tlie grant has to take the 
same way hock to reach the hands of the societies concerned, for it to fill 
up the bond and get the remittance still later. The whole course takes not 
less than two months. No wonder therefore that the agriculturist exclaima 
in disgust ** cewa whi<^ 

i^mderod into English men ns a niemher asks a loan for his marriage, 
his legal representatives get the amount for defraying the expenses of bis 
funeral.^* Is not this circiimstanco alone sufficient to rouse the co-operator 
to ask for a more speedy agency to serve the agriculturist of a village P 
On the other hand, the agriculturist has only to go and ask for a loan from 
the money-lender and the loan is given. No unpalatable question is put, 
nothing is asked, but ho is received with open hands and the money is given. 
Let mo not be misunderstood as blaming any institution or the department. 
I mean only that the delay cannot be helped as the agencies are at present. 
To suggest a remedy requires the careful and considered opinion of a num- 
ber of experienced co-operators, and I therefore proceed to suggest a remedy 
with the greatest reluctance. 

What is the remedy? The distance between the financing bank and the 
rural co-operative society, in the vast majority of cases is ovei’whelmingly 
great and that perhaps is the one reason for the delay. It is unfortunate 
that co-operation has not progressed one step farther in the natural course 
of its evolution. The district urban bank has l)een doing the same work it 
did a decade ago though in a more intensified form. It gets its six-figure 
profits and is satisfied ; its only ambition is to get a higher amount for the 
next year. It is high time for the district urban bank to divide its work 
and give it to the taluk urban banks and content itself wuth a position 
similar to the M.C.U.B. The taluk urban banks should have a two-fold 
function — (1) the process of lending to its memljers, (2) the process of lending 
to the societies of the taluk. If this system is to be adopted, the taluk 
urban bank can function more effectively and with considerably less delay 
than the district urban bank. By-laws can be framed to suit our purpose 
and to suit the ends mentioned above. 

A question may be asked as to whether the two remedies suggested by 
me, viz., (1> to allow taluk urban banks to lend to some of the rural societies 
adjoining the taluk centre and (2) to invest taluk urban banks with the 
power lend to all the rural societies in the taluk, are not inepnsistenf^. 
I submit they are not. The first method may be put into practice imme- 
diately and then the second may be brought into force. This system is well 
worth a trial, at least in some districts. 

A question may bo asked and it may be stated that tiie agriculturist may 
as well apply for his loan sufficiently early for him to get the loan in time. 
Even educated people and business people fail to make correct forecasts and 
the agricultii^rist is neither educated nor businesslike and ns such does not 
even think of the future. He mostly pursues a drifting policy and, when the 
necessity forces him, he at once goes to the proper money-lender for a loan 
and finds himself helpless when an exorbitant rate of interest is demanded. 
This condition and mentality has to be reckoned with when we desire to 
help him. 

There are other methods of helping the agriculturist. The co-operate 
may take upon himself the role of the money-lender the supplier of manure, 
the consumer of the produce, etc. But it quires proper human element 
for managing the societies started. The agriculturist may be supplied with 
manure and for the cost of it a bond may be taken from him : the amount 
itself may be collected from h^ by taking the produce from him lor aehc 
What I mean to say is that the credit givmi to the agrioulturiat by tiie 
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iuHiitutioiis is neiUier timely nor adequtite tior sufficient. In 
etlier words, in effect it only comes to this^ timt the (KMiperative iiiBtitutions 
«M>perate with the other agencies and the professional money-lender to 
itnpoTeruh the agriculturist though at a slower pace. If only the co-operative 
inatitutions undertake a fiduciary responsibility and begin to gauge and 
serve the agriculturist by lendit^ him as and when he feels the necessity 
for money, the other inoney-leuding concerns have no plac'C; if they purport 
to continue lending at the rate at whicli they are doing noa% such of them 
alone as are prepared to lower their rate to a level with the co-operatr'o 
institutions can thrive. This is perhaps an ideal, but it is possible to work 
up to it having it as an ideal. 

Before I proceed to the next subjeet, 1 have to deal with the mte of 
lending by the several agencies. The coH^iHU'ative Imnks lend the ugncultui ist 
at a rate ranging fi-om 9 to 101 per cent |>er >eur. This rate is {un'liaps 
the lowest that the agriculturist can expect to got money for. The other 
bankers (except Jimite<t banks) have no fixity of ratc\ The ruth's range from 
15 per cent to 30 per cent per year. In some fuses. 1 have soon oven 60 iHjr 
cent pro-notes, but such instances are rare. There are two usages in vogue 
amongst such agencies which are ruinous to the agriculturist, luoio ruinous 
than oven the high rate. The first is the penal rate charged — even limited 
banks have 25 per cent as the penal rate us can Im stx'n from their rules. 
The second is that many bankers, while tliey agree to u lower rate, have 
the pro-notes i*ecite a higher rate wdth the consemt of the executant. As 
1 have stated elsewhere, the agriculturist does not know businms and theriv 
for© does not know the date wdien hi.s amount falls duo. It is not in the 
interest of the bankers to lot him know* the duU?. Even if ho is infonned. 
the agriculturist does not care, he is not oducati'd enough to cui-e, to abide 
by the term fixeil. He is therefore under a necessity to pay the penal raU'. 
For oxatiiple, in spite of the lact that I am taking steps, as a rule, to send 
for and inform the agriculturist, from a date two months prior to the date 
of maturity of the date of maturity, yet 1 find it difficult to reduce the per- 
centage of overdues of the Urban Bunk, (lobichettipalayam. I have also 
been requesting them in every general body meeting to care lor and repay 
the amounts due lief ore the due dates. It was possihle ior me to redu<*e the 
percentage from 17 per cent to 7 i>er cent and not lower than that. If this 
is the case in an urban bank, I neetl not mention what the fate of the agri- 
culturist is when he honows from the other hankH. They do not want tiie 
borrow*or to pay on the due dates; it is like the wolf waiting for the goat 
to grow fat. 

With respect to the 8€*coud topic of a higher recrital w ith u lower agreed 
rate, it is done to meet many contingencies, (ienerally money is obtainable 
on cretlit at a lower rate botw’oen July and Beceinber than betwx*eu 
January and June. Tliei-oforo, whatever be the prevailing rule in August, 
the lender has to safeguard against the rise in rate in tlie first half of the 
year, A second reason is that generally the money-lender has to safeguard 
against the contingency of his necessity to seek relief tlirough tlie court. And 
if a pro-note is taken to the civil cxmri, from the date of the institution of 
the suit to the date of the realization of the amount, the civil courts usually 
allow' only 0 per cent interest, only on the principal sum lent. No interest 
is allowed either on the intei-est accumulated or on the sum spent for the 
institution of the suit. In many cases it takes years for the realization of 
the amount tbrougli the civil court — the reasons for the delay are numerous 
and are Ijeyond the pundew of the enquiry' as I see it. There nro alsfi 
the incidental expenses connected with the execution of decrees, the nature 
of which is such as cannot be included in the tenable costs, e.g., conveyance 
charges. So, then, the professional money-lender has to anticipate and pro- 
vide for all these contingencies. But w'hat apimars to l>e a reasonable 
provision, if w^e take the view point of the money Jender, works out as a 
ruinous provision if we take the view- imint of the agriculturist. The 
agreement to a lower rate is only when the Iwrrow'er pays at the time 
agreed, after which a higher rate is demanded, if at'^all the lender consents 
not to enforce the written rate. BuJ in no circumstanco is the written 
rate reduced if alone the lender goes to a c^ourt of law. Many monw- 
Imdexe use this higlier r^te as a i>owerftil weapon of offence against in© 
horfower. 

I may conclude this subject of the rate of interest by oliserviiig that 
eo-operativo insHiutions aro put to loss if only they are forced to go to the 
civil court, notwithstanding the fact that decrees are got by arbitration# 



ily cxj>erieiic^ is that the difficult^r in exeeutiiig decrees is moi^ aeveM 
than the difficulty in obtaining de(u^%. The remedy, in my ai»iiiioti» tm 
lie oljtained if the revenue authorities are invested witii poirers of exeeiitiM 
similar in nature to the powers exercisetl for the collection of arrears ef 
abkari sales, etc. But if this appears to lx> too ambitions, then all Bob* 
Deputy Itegistrnrs may l>e authorized to execute the decrees by diatraiiit 
of movables. And till then the Taluk Magistrates of every taluk should fee 
re<|uired by means of a ciiviiJar to execute the decrees t>>' distraint ©f 
movables after removing the existing maximum of forty casr^, whidi alone 
they are empowered to. My reason shortly is this. As Secretary of 
the Urban Bank, Gobichettipaiayam, it was possible for me to smxessfulJy 
execute the warrants of the civil eom*t against the judgment-debtors by 
arresting them in 38 out of 3() cases; but, on their up^aring before court, 
about 20 of tliein stated that they were prepared to go to (ho civil jail, 
entailing an initial expense of Its. 30 on an average for each case, with a 
rcK’urring expenditure of Its. 8 per month for each case for six months more. 
The result is that tlie hank is so much the worse for having executed 
decrees. I had to release nil of them, for discretion is certainly the 
better part of valour, if alone it was possible for me'^to execute them by 
distraint of movables, then I am sure it would liave been possible for mo 
to realise the full amounts involveil in all the dwrees. 

1 cannot answer the questions under this heading. 

2. I have already .stated that it is essential to form pools. It Is also 
• quite possible, nitliough at the outset there may Iw n paucity of the 

required human element. 

The agriculturist is only an agriculturist. He does not even think of 
getting a profitable market. He is satisfied with liis crop. If his crop fails, 
he calls it a misfortune. If his crop is satisfactory, no thanks his stars 
and there lio stops. To him it is none of his birsiness to seek a market 
for his i)roduce. Nowadays — 1 mean for the last five or six years — h© 
cannot even afford to wait for a month after the produce is storetl in his 
granary. His creditors press liim, ho tries to evade them-* practicaMv a 
game of hide and seek — and therefore he has no time to wait for a market. 

3. The value of land perhaps mcuuis the price' at which the lands are 
being sold. The source of ii rigation determines the crop. For example, if 
the source is a well, the crop is generally a garden crop as tobacco, 
chillies, etc. If it is a (haiinel, generally paddy is cultivated. Jf there is 
no source of irrigation, dry crops are got. For dry crop land, the average 
price is between Bs. 100 to lls. 300 per acre. Of course in every ca.se there 
are ex(;eptioual circumstances to either diminish or swell up the price. For 
example, if the land is situated near the hills, with the perpetual fear of 
wild animals destroying the crops, an acre can be got oven for the nominal 
price of Rs. 10. On the otlier hand, if the land is of good soil situated near 
a rich village, with well-to-do landlords adjoining and prepai-ed to compete, 
an acre is sold oven for Rs. 1,500. if the source of irrigation is a well, the 
quality of Avater is one other additional circumstance to bo taken into 
account — for the quality of the Avater determines the crop that can lie got — 
and if the crop is a valuable one the land gets more priee. Generally the 
price of garden land in these parts Agarics from Rs. 500 to Rs. ],fXX) per 
acre. If the source of irrigation is a direct supply like a channel, t^n 
the determining factor is the period for which Avater is alloAA^od for cultiva- 
tion. There are double crop lauds, there are lands Avhere Avaier is allowed 
for double crop in alternate years, and there are single crop lands. In 
double crop lands, l>uin]>er crops like sugarcane and turmeric can be got. For 
some single crop lands water is allowed for four months and for soine for 
six months. These are circumstances which go to 'jontrihut© to the price 
of the land. The SA’crag© price is from Rs. 1,750 to Rs. 3, -500 per acre as 
prevailing for the last ten years, 

Go\’’ornment auction for non-payment of revenue is rare in these parts 
in the case of garden lands and rarer still in the case of wet lands (direct 
cultivation from channel). There are instances of dry lands being sold for 
non-payment of revenue and such of them as are not bought in by Gbv^n- 
tnent lor want of bidders are sold almost at the average prices noted. 
This is only my information on enqnii’y. 

In civil court auction, there is no certainty by which any cat^orij^l 
statement can be made. In many cases, the decree-holder purchase tbo 
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imaid for the smtiiifftctioii of the decree^ for it price much higher ihim the 
onrrent price, becawH) he repents for haring ient the defendant the fiumey 
and has nothing else to do but to rest satished with the land lor the money 
lent and for the money spent. On the date of the auction, if alone there 
was any offer of payment, he would fain have consented to any sum lees 
than the decree amount. There are aiso pei>»ons who are prepared to 
speculate but they are rare. In iii;p opinion, garden lands do not fetch tlie 
maximum price in civil court auction « but wet lands fetch the correct pre- 
vailing price and sometimes even more. Dry lands sulfer for ivant of 
toiders. 

Private negotiation generally fetches a reasonable and proper price. 
But. even there, in cases whore there is a compelling facu»r which makes 
the owner sell his lands, the maximum price is not got. For example, if 
the owner is indebted, if his ci^editors pi-ess him for payment and threaten 
him with a suit; if the creditors are infliiential people in the midst of 
whom anybody will have to shrink and dwindle into inHignihcnin't\ Ihec ttKli- 
tors are able to and do dictate terms, for it cannot iw' denied that iveu 
in these days of deinocrncy there are places where the (1 ovo' iimcnt ofhcialH 
themselves cannot run their office and do their work nnless it hc^ by cajoling 
(not in the sense of deceiving) the man in inflneiu'O, ho*ro\oi higli-hfinded 
may lx> his act. What it is that the seller will get lor hl^ lands can Ik? as 
w*eti imagined. 

4. There is no legal impinliipcnt lor mortgaging lands. There aiv no 
agencies for long-term credit. The co-operative land mortgage hanks are 
yet in their infancy and the cential land mortgage hank is only aliout to he 
fledged in this Pr<*sidenc.v. There, again, want of jK>puUir supjKirt and 
w'ant of the required proper human element will have to l>e encoiintored. 

In my opinion. dci>osits will raise more money than ilelieniuro lurnds 
even with Government guarantee, for there is always the opinion amongst 
ngriculturistH and others that (Jovernment, liko insurume companies, are 
willing to receive money more willingly than when ihcv are to pay. In 
other words, the media to leeeive are less oumhersorne tlian the media to 
»pay. But oven deposits will not he fortheoniing unless the institutions are 
popular and of long-standing stuhility. For instance, urinm hanks rtveive 
deposits, where there is no offer ot any deposit made to a eo-ope*'ative 
house-building society. Therefore for some years there will he a iiaucity of 
depasits and till then, (‘entral institntionM like the Vf.C’.r.B will have to 
hnance the mortgage bank. 

A margin of 2 to 2} per cent will he sufficient to cow'r the c\peiises. 

There is no other suggestion for me to make for provifling long-toria 
credit excepting the co-o|>erativc land mongiige hanks. 

5. It is extremely difficult to arrive at a reasonable estimate of the 
indebtednes.s of these classes. Correct figures will not hc^ gi\en if asked 
either from the lender or from the borrower. I know (»f no tistimntc. 

1 have dealt with the question of the rates of iu^u‘est in another con- 
nexion and the .same olisciTutions hold goml here us well. 

I do not think that a large number of larmers ire tuiiied into tenants 
at will. 

6. I would recommend spinning and weaving. I am an advocate of 
khadi. T would like to have propaganda work done m this country on an 
mtenaive scale. It is tho l>e8t employment for the farmers during Uio 
off-season. The All-India Spinners^ Association may Ik? usefully consult^ 
and after exchewdng their politics, the essential particulars may l^e adopted. 

7 The Imperial Bank of India is helpful to the co-oporative banks in 
so far as it affords opportunity for investing surplus funds and secondly 
inasmuch as it i^ords overdraft accommodation to meet the fluid resource 
lequirements of co-operative banks. 

Co-operative banks have to compete in the open fleld with ioint-stock 
banks and indigenous bauVs. Such bankers are generally not fnendly to 
co-operative banks. In fact there are many instances where overdue custonv 
en of indigenous bankers, are giiren loans in urban Imnks for the purpose, of 
a^tineling the amounts due m their indigenous banks soon after sndi 
balikers get ih«iisdves elected as directors of urban banks. 
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t have stated the difficulties in getting the required finance in aiu»ili|er 
connexion. The difficulty is more pronounced in rural co-operative «M>cie- 
tiott than in urban banks, 

Tho coini^etition l>ctw©en co-oi>crative banks on the one hand and joint 
stock banks and indigenous banks on the other hand is felt in eveiT aspect. 
In the matter of giving loans, if urban banks are prepared to and resolve 
to lend on agricultural produce or on the security of jewels, before Hie by* 
laws are registered, the indigenous hanks soon b^in to advertise and ^d 
on the security of agricultural produce or jewels. In the matter of ooileo- 
tion before tho co-operative bank is able to go to court and attach the 
produce, the private banker spends heavily and practically knocks off the 
same, for in most cases as soon as a warrant of attachment of movables is 
shown to the defaulter, ho at once falls flat l>eforo the creditor pnd abides 
by w'hatever ho sa>^. In the matter of i*eceiving deposits if the cooperative 
bank pays 7 j>er cent, the private banker pays 8 per cent and is able to 
successfuliy tempt the person depositing. So then there is vei*y keen 
competition. 

I am thankful to this sugg^tion. I have all along lieen feeling as to 
tho reason why special exemption from income-tax has not b^n granted. 
Although I cun realize that nil the gains from co-operative soceities, dividend 
on share capital, interest on deposits, bonus to honorary workers, rent 
received for iioases let for co-operative societies, etc., will not itjcommend 
themselves us such that can 1x5 treated as agricultural income, they may be 
treated as interest on premia paid to insurance cjomj)anies. Agricultural 
income is not taxed nor is it jiclded on to the net income for the purpose 
of determining the rate of the tax. 1 have no objection for its being 
counted for determining the rate of the tax to be paid. This will certainly 
encourage deposits. 

Also, minor’s amounts at present deposited in civil courts may bo 
authorized to 1x3 deposited in co-oimrutivc societies of standing and possess- 
ing the required amount of reserve capital or other standard to be fixed. 

• 

I / . — 1 n difjc n o a s ha nk iufj. 

My report luis already swelled to an uiiexpect<*d length and I do not 
propose to answer all the other questions. 

1, 2, [1 and 4 have lxH?n answered in one connexion or other in tho 
prior pages. The amount of capital invested, etc., cannot be stated wdth 
any reasonable accuracy. 

Tho indigenous bankers find funds from dej)asits and from the Imperial 
Bank of India and from Saits, i.e., from themselves inter s<\ For deposits 
they pay from 9 per cent to 12 per cent. The Imperial Bank of India 
finances them to an appreciable extent. But more than tho Imperial Bank, 
there are Saits — Gujarati baukei-s, 1 believe, whose sole business so far as 
I know is to eoinneto with the Imperial Bank in the matter of lending to 
bankers and merchants on hand is. 

6. The first part has been answered. 

The answer to the second xmrt is that the reduction of rate will iiecee- 
saril>; confer a benefit on the agriculturist. But the long-term credit is essen- 
tial for eonferring any substantial benefit. 

7. Tho bankers are sufficiently protected. But I w’ould advocate an 
amendment in the insolvency law* in certain aspects. For example, a 
creditor not added in the list of a debtor in his insolvency petition, is 
barred from filing a suit though ho has had no notice of insolvoncv. This 
remedy in many cases g;ets lost. Tliere are other such defects and tho 
ci’editor is entitled to relief. 

8. Thei’o is no co-ordination betiveeii indigenous bankei's. There is 
k^n competition. They are not educated enough for co-ordination*ili* 
competition, but this is possible. For example, if there is a central institti- 
tion, ^ of w’hicli all the bankers are memtxu's, and pay pro ‘mta for the 
working; of the institution in ac^rdanco with their net gain^ invest all t£ieir 
surplus cash in the central institution and receive back the same whenever 
they f^l the necessity thei'e wdll be substantial gain. If only every place has 
got a central institution and there is inter-connexion between the central 
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|ii«tiiittioiis of tb© different places with the possibilitv of odrioefli heuif dont 
fdr the purpose of transmission of tnouies instead ot aetnally money being 
tent in currencies, cortainiy the benefit will he appreciable. Tlie benefit 
wHl in time reacli the agriculturist-borrower. For example, there are 
about twelve Nattukottai Chetti bankers at Qobichetiipalayam and there is 
no co-ordination amon^t them. Some ai'o getting money and some are 
sending money every day hy insured i>ost ; by my scheme the transmission 
of money may be avoid^. There are other incid<mtal aclyaut^es. I am 
also prepared to scrutinise any other scheme for the unification of the 
heterogeneous indigenous banks in a district. 

At the outset, the bankers will not welcome any such scheme. They are 
generally conservative in nature, but when oiiforc<xl they are quick to 
understand, and renli«* the advantages and follow the sanm. 

9, The net return ranges from 10 per cent to 24 per cent but the overage 
will b© somewhere at 15 per cent of profits. Lasses aiv few and far l>etw©en. 
They occur only when the manager is constitutionallv unfit for banking. 

10. Insufficiency of working capital is no doubt one of the causes for 
inability to meet all demands for accommodation. 


111. — Investment habit and attmrtwn of capital. 

1. There are institutions sufficient in miml>er for encouraging the invest- 
ment habit. But propaganda is necessary for making the agriculturists to 
invest. 


The people of India invest in gold and silver. They prefer this to invest- 
ing in motor cars, etc. 

2. Postal cash certificntes are not popular. 

Savings banks do not afford all the facilities for investing. 

4. The growth of the cheque-habit is, ot course, general and groat espe- 
oially after the abolition of stamp duty. 

Bankers and educato<l people are now using cheques more freely than 
they used to even two years back. 

5. Banking is slow in India, the main reason seems to l>e that India is 
more an agricultural countr>\ 

Regnnling education, I append a special note. 

The result of the opening of new branches of the Imperial Bank is not 
very favourable for two reasons, (1) the heavy cost of maintaining the 
branches and (2> the necessity of the branches to bo following the instructions 
of the head office. Out-ngencios may ho tried for some more time. 

But bettor than this, hranehes of joint-stock banks may be more usefully 
attempted. Any competition l>otwoen the Imperial Bank of India and the 
joint-stock hanks is not wholesome. 


Propaganda and edxicatio'n. 


This is a subject \ipon which, although a good deal can he said yet I 
have to I'esist the temptation and state only the salient points. The a(i^i- 
culturist is generally uneducated except for what he has learnt from nis 
experience and what has been handed over to him by Jiis father. His wants 
are few thougli of lato they are found multiplied in about 15 per cent of the 
population of agriculturists, and therefore ho rests content with what he geta 
from his land. He attributes every failure to Providence and goes and 
^rrowa to meet hta expenses. He verv rarely thinks of saving and putting 
by to meet adverse seasons. He thinks of his small circle only, the public 
wMaiw IS no wncem of hh according to him. In order that he may have 
a wider and broader outlook education is necessary. 


u* ^ be educated? is the kind of education suitable to 

hm? TOeee and otl^r questions hare been asked by greater men and hare 
perptmiM greator minds. Answer in a sentence is impossible if a solntiim 
IS at all possible. 
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Wbnierer be his education, this modi is certain that the agrio«iltiir)si m 
prepared to listen to and follow suagestions for his uplift. He he 

Misinicted as to the particular kind ot nanuro to be used for the par^oiiliir* 
kind of crop, as to the implements that be may use, in short as to how he 
can reap the maximum benefit out of his land. He may be shown the moit 
benehciai market for his nroduce. He may be instructed in co-operation. 
For propaganda work, I have seen, magicdantem slides are very usdul^ 
for unless there is something to catch his eye, he takes the propagandiat- 
lecturer to be a man asking for subscriptions and thinks of absenting 
himself. 

What is the ageney and how are the expenses to he met , — District urban 
banks knowing not what to do with the extraordinary profits have set apart 
sums for the propaganda work. Official help will considerably improve the 
situation. 

Another means is to teach co-oi>eration in the schools and to show the 
students the lienefits by working a lHM)ks and stationery' society in schools. 

The Government can also undertake to call for "conferences in each 
revenue firka once a half-year and invite pi'oniinent officials and non-officials 
to speak on important matters like co-operation, business and business- 
habits, thrift, etc. The Goveinmcnt can afford opportunities for non-official 
work in this direction, by instructing the village officials to assemble the 
agriculturists. 

Non-official public work by the villager-s in a village may he encouraged 
by offering prizes to such of them as have shown substantial work. 
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Written eridenee of O. THALAMAUa PHiLAI Airerfel. 

Inepector^ the Selem Bietriot Urban Bank, Idmited^ 
Mnkkampatty. 


7 . — Agricultural credit and credit facilities for small industHes. 


(a) The poor agriculturists having landed properties in my jurisdiciioa 
are mainly in the habit of borrowing from resp^ive local money4eiideri 
and petty traders on conditions that they would sell their respective products 
below the market rate, or pay with higher rates of interest ranging from 
18 to 40 per cent according to the situation of the respective villages and 
the status of the villagers. The tenants used to l>orrow from their res- 
pective landlords on audition that they would sell their shares at concession 
rates. Many ryots borrow seeds on condition that they would return the 
same with an equal quantity. 

<b) The landowners generally mortgage their properties (1) to thair 
neighbours, (2) to money-lenders in the neighbourhood and (3) to the 
Government for obtaining loans to meet their useful purposes. Some who 
are in the respective areas of operations borrow from co-operative societies, 
(c) Whenever the villagers do not get sufficient income from their 
landed properties, they borrow provisions from well-to-do landlords and 
professional traders promising that they would return the cost of such 
provisions with 24 to 40 per cent interest calculated half-yearly. The local 
tradei-s recover the interest in kind. * 

Since ordinary ryots do not get earnings during January and February, 
they borrow from petty traders agreeing to sell their succeeding products 
at the thivshing floor below the market rates. 

Local dealings are being carried on simple bonds, ])ersonal surety bonds, 
pledge of jewels and cattle. The rates of interest vary from 18 to 40 per 
cent per annum. Loans are being granted by the Government at 6i per 
cent. But ordinary ryots have no facilities to obtain such loans easily. 

Regarding the ])arts played by the money-lenders, please see the above 
paragraphs. Local money-lenders are mainly bent upon making wealth by 
chai'ging very high rates of interest. 

The local co-operative societies are lieing financed by the co-operative 
bank. Had not .such societies existed in some villages, local money-lendei*H 
w’ould charge even 60 per cent. The total amount of capital required for 
the various purposes in my jurisdiction may be estimated at Rs. 12,00,000. 

Maximum borrowing power of the primary societies may be fixed at one- 
fourih of their net assets. Loans to ryots may l)e granted on simple bonds, 
whenever they pledge jewels. But the respective punch ay atdars should be 
mdde responsible if any irregularities arise due to their mistake. 

’• As I had been stating in my previous paragraphs, the ryots take advances 
from the i>etty traders on condition to sell their respective products at low 
rates. The petty traders in their turn gather such products and sell them 
to the other agents of big companies. By this systtnii the ryots lose very 
much. 


So far as my humble opinion goes. I l>eg to .state that the branches of the 
Salem District Urban Bank should be organized and started in every taluk 
under the direct managemenib of the financing bank or if it so pleases Gi# 
authorities under the combined management of the respective authoriti^ 
of the local co-operative unions and the financing bank. If such insti- 
tutions are organised , I think the movement would spread considerably. 
Local money-lenders of the taluk would certainly be attracted by 
iMtitutio^. In addition, branches of the purchase and sale society should 
be organised in each of the taluks so that at least the villagers having 
oo-wratwe ci^it societies would enjoy the facilities of selling their 

buying ^eir n^ profitably. In due oourse the poor ryots of 
all the villages in the taluk would be benefited* • ^ 

63 
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Brandbes of tiie dnancintf bank and the pnrchaae and aale socle^ ahoiild 
be organised in each taluk. The ryots should bo granted ^yajieea juat 
as any other petty traders do. During the seasons of the principal products, 
arrangements should be made to sell products jointly and purchase their 
needs jointly. 

Internal remittances, whatever be the amount, are being made through 
post offices and through sub-treasuries whenever the amount is Us. 150 and 
above. Concessions regarding remittance charges have to be necessarily 
to the remittances made by co-operative societies through poet offices. 
Arrangements should be made so that the sub-treasury officers would receive 
any portions not less than Bs. 50 for transmission. 

3. In my jurisdiction, one acre of di*y land is being sold at Rs. 50 to 
Ks. 200 for groundnut and other dry crops and Rs. 20Q to Rs. 600 for paddy 
and other commercial crops such as sugarcane, tobacco, chillies, etc. They 
say that the low value is due to the malarial tracts. Further the villages 
are not thickly populated. 

5. The existing indebtedness in ray jurisdiction may be estimated as 
Rs. 10,00,000. Provided the numl)er of societies is increased and more 
advances made to agriculturists, T think that local money-lenders too would 
invest money in tUe societies. These debts are mainly due to the private 
deaiei*s, partly due to the co-operative societies and partly due to tlie 
Government. 

Interests are being charged os follows : — 

Co-operative societies per cent (for overdues 121 P®r cent) ; Govern- 
ment 61 per cent; local dealings 12, 13^, 15, 18, 24, 371 n>^d 40 per cent. 
Compound interest is also charged hy the local money-lenders. 

6. There are three groundnut mills in my jurisdiction. Handlooms may 
be introduced so that the villagers may work during summer. 

As I have already stated, Rs. 12,00,(XK) would he needed for financing 
co-operative societies in my jurisdiction. 

I /. — Indigenous hanking . 

The business of the private money-lendei*s is as follows : They lend 
money to the agriculturists on high rates of interest on condition that they 
should sell their products to them at concession rates. In case of default 
due to the failure of monsoons, etc., the dealers calculate very high rates of 
interest and persuade the tenants and petty landlords to return their dues 
in the shape of cattle, thereby tliey earn something !)> disposing of them 
immediately, or they force the ryots to execute mortgage deeds. Thu^, the 
ryots are involved in debts. The very same ryots who have sold their poiv 
tions or whole of cattle or who have mortgaged their landed properties bor- 
row again for household expenses and cultivation expenses sucli as buying 
hulls, seeds, manure and implements, etc. Thus due to extraoixiinary con- 
ditions of these local dealei^s and high rates of interest, the poor ryots are 
unable to repay their debts. 

III. — Investment hahit and attraction of capital. 

Savings by poor people are not being made since deposit in the shape 
of pioney alone will he ac*t*epted by post offices. I think the hv-laws of the 
o6-operativ6 societies may be suitably framed so that the villagers would 
save in the shape of produce. Such savings would be helpful to lend to 
needy ryots at cheap rates of interest in the shape of the same sort of 
produce. 

Yes, deposits of all sorts should be entirely allowed to go to the h anli^f ng 
iti||»itutions. Takavi loans should not he granted by Government. 8nc£ 
sn^lus amounts should be deposited in the banking institutions of the res- 
pOOTive districts. If so, I think that the co-operative finance would increase 
rapidly. . 

nc^fnnners lend to fellow agriculturists. Some cliarge 12 p«r cent 
M^ny have the desire to amass wealth by these petty malinjtis* 
in due ootKPse they turn into agents of merdiants living in the headqunyl^ 
of the taluk, the district and that of other Presidencies. They hate 
chanoes of beoonung professional money-lenders by getting suiplui ameiMsfi 
during prosperous years, 
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Written e^denee of M JEUSty. A. RAMACHAKBRAN Amrfel, 
Inspeetor, the CcK^peratire DUtriot Bank, Hoenr Cirele, 
Hoaur. 


/. — /igricultuntl credit ond credit faeiiitie$ /or nmoll indn^iriet^ 

1. Th© finance for agricultural purposes is obtained as followa: — 

For expenses during eidtivafion . — Tolcavi loans am granted for purdiaae 
of seed only by the Revenue Department repayable within a year nj 6i iwr 
cjent. This is availed of only by a few pwple who eati affoixt to repay the 
borrowed amount at the appointed time. 

Loans from co-oi>erative .societies in villages, if there are any. 

Loans raised as advances from merchanis. 

Amounts earned by a section of the people who have subsidiary ocoU* 
pations such as cattle-biHXHling, cumbly-weaving and petty trades (such us 
storing tamarind, soa|>-nuts, etc.). 

The area of Hosur being a rocky and rugged one, the villagers grow 
(.9}m^s) avarai and ragi iti abundance. This forms the main food of the 
people. The daily lofu^ of the cuttle and fcxlder refuse are being depo8ite<} 
in a pit and the same is taken out to the Helds for manuring at the season. 
The lauds are rain-fed. The villager enipU)y.s monsoon ploughs. He never 
hesitates to do the re<iinrod thing at the projier time. The villager's well- 
being or otherwise depend.s upon the monsoon. So bis cultivation ©xponiHW 
ar© very limited. As regards bis foml and clotlnng, he has bis ragi stor^ 
for years and he never disposes it off. In the case of villagers who own 
wet lands, they are invariaoly from the middie-class and they employ their 
own funds. 

For caintal and pennanent improccmciils. — Loans under Land Improve- 
ment and Agriculturists Loans Acts are granted by the Government at 
Oi jMjr cent repayable in from 10 to dO yeuis. 1 hear that the repayment 
period is fixed by the Revenue authorities instead of by judging the capacity 
tor repayment by the borrow eis. Generally it does not woi'k as a hardship 
iHmii the borrow^er. 

Loans from co-operative societies where tlie urea is served by such 
institutions. 

Borrowings from the Goveriiiuent are verv scarcely availed of by th© 
peoid© owing to the difficulty in obtaining such loans. OtherwdHo, the loans 
are very helpful to the agriculturists. Loams from co-operative wxjieticH 
ar© also given but not to the desired and deserved extent owing to the 
narrow borrowing limit prescribed by the by-laws. 

Permanent improvements and other things are only possible when the 
ot|fner of the land is relieved of the oppressive money-lender wdth whom 
th© land is under alienation. The prior encumbrances on the laud mak© 
him forget his land, raise his crops w'ith the available resources with him 
leaving his yield to nature and get the quantity remaining after' paying 
off his creditoi*s, to just keep his body and soul together. In most cases 
the share of the tiller has become practically nil. The fragmentation of 
small holdings i»’ a great obstacle among the agricultural classes to enable 
them to do permanent improvements and this is also one of the reasons 
why agriculture has not been a paying concern to many a i-yot as he caniipt 
pay sufficient attention to all lands at a time and cannot divide his 
lalwur for all the lands in his possession. 

Loans from private money-lenders are not common and as the repay- 
ment of the loan become^ a heavy task with the frequent failure of mon- 
aom^ they do not borrow capital for ^ud improvements. The rate of 
intemt on advances vary from 24 to 200 per cent when ihe viU^r agrees 
to pay iiom his harvested crop in full or in part. Iliis kind of loan is 
rampaiil in in© interior of the taluk and is granted repayable at the harvest 
time. 
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I'iitt Imi>eriai and joint stock banks do not help the agriculturists in 
financing them directly as they are not situated in convenient centres. But 
they help through middlemen and merchants who deal in marketing the 
produce. After the advent of the co-operative movement and with the exist- 
ence of co-ojperative organizations in villages, tJie part played by money- 
lenders (professional) has become more refrtricte<l to middle-class men and 
lump sums and the poor are left destitute. 

On account of the commercial attitude of the Imperial Bank of India 
and its distance, it has not touched the agricultural masses in spite of its 
branches all over. Further, the urban nature of and the alisenoe of men 
with local knowledge in the concern deter the Imperial Bank from giving 
its helping hand to the agriculturists even in places where the)*e ai*e 
branches. As regards other credit agencies, they are more than enough 
and as they cannot arrange to lend out cheap money to live already much 
oppressed cultivator their presence is much disliked by the agriculturists. 
The only agency which cun cater to his agricultural needs cheaply is the 
co-operative 00111*6111 'which reciutres reshaping to satisfy the short-tenn 
agricultural needs alone aided by the land mortgage^ banks to dispense 
with long-term credit needs for land injprovenients, in which case the 
Government should also l»e approached to transfer their takavi loan 
amounts to such land mortgage banks. The hitter case has already licen 
in the forefront and has been jiressed for in so many conferences. 

In sele<*tccl centres, co-operative banks may be made agents of the Imperial 
Bank. 

4. The land mortgage banks should have their working capital derived 
from deposits and do!>enture bonds. The reserve funds of all iirimary socie- 
ties held in central institutions may as well be held in land mortgage hanks 
or may ho utilized in purclmsinjp; dehentiires. Since the Central Banks 
are having surpluses all tlio monies held by them as deposits of a perma- 
nent nature may he given away to the land mortgage banks. The Govern- 
ment should guarantee interest on delientures. They may be allowed to 
accept deposits up to 6i per cent in which event it can have enormom 
amounts at its disposal as all the Central Banks have reduced rates on their 
deposits and may lend to niembors at 8 per cent, the Government under- 
taking to subsidize half the cost of running ilicso institutions, the other half 
l)eing met by the banks, 

5. Ail estimate of tlie indebtedness of the ugriculturistM and others may 
)>o obtained in the same manner by which the revenue authorities get their 
cattle census done. The village officers may bo made to send a statement 
of indebtedness (both security and surety) of the inhabitants within a given 
time. 

Indebtedness coming under the purposes 1. — The repayment of earlier 
debts and growth of the debts by comi^ound interest — interest not having 
been paid are in heavy sums and much sums are due to professional money- 
lenders. In some parts of the Krishnagiri area, there arc debts the amounts 
of which are coucealed in the form of a judicial sale to circumvent the 
provisions of the Act. lii most cases the villager has not the convenience 
to repay tlie loan and consequently has to i>art with hks lands. 

The rate of interest ranges from 12 to 18 per cent in the ease of mor^ 
gage loans and from 15 to 100 per cent in the case of other loans. They 
life calculated on whole months. 

The Committee is right in thinking that a large numlier of people who 
are efficient farmers are turned to tenants for a period and tenants at will 
through the process of the enforcement of the old debts and landed pro- 
perty passing into the hands of the creditors. The Government should 
extend the privileges under the Insolvency and Court of Wards Acts in whidi 
case the farmer will hav'e less chances of contracting debts at the same time 
arranging to pay the amounts due by the debtor to the creditors in a 
leasonable length of time mucli to the convenience of the borrower. This 
is not applicable in the case of debtors who are within the means of repay- 
ing^lieir creditors. 

To tlie subsequent question, the answer is in the affirmative. Bo long 
os his burden of debt is hanging and pressing hard on his head, he never 
thinks of improving his lands. Any improvement to the land will be advan- 
tageous to tne creditor* 
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7 , Only ohit-fuiids are conducted by a group of men. Tlio introduction 
of chiMunds by the U.L.S.R. banks has cnus^ a groat shook among its 
clientele some time back as there wore emlmsslemonts everywhere and as a 
result the subscribers to that limd had to lose nlnnit Us. ),200 in Hosur 
taluk alone. No other indigenous bunks exist here exct^pt private banks 
and chit-funds. 

As far as enquiry' goes, an average farmer does not sell his produce 
oven in prosperous years hut st<K*k.s his pi-odiice which, as already stated, 
forms his staple food for himself, his tamily and servants who are also to 
be fed and clothod bj' him. Even m times of famine and distress, the 
cultivators should feed ins servants though himselt and his family staiwe. 

The farmers are used to invest their surplus moniov, if any, in pur- 
chasing cattle and brooding them properly thus mainluiiung a pretty goixl 
stock of cattle and taking them to the plains ior sale wIumi they do not 
have work in the fields. In recent years they indulge in hoarding up in 
gold and jewellery ever since the heavy cattle moriahiy in the year 1922. 
There is also a tendency among the farmers to oblige each other w'itb the 
required funds. 

As regards facilities for remittances it is rocommemled that the co- 
operative banks and other banks and the public while sending their monies 
through the banks should bo given facilities to rmjnt even hums below 
Rs. ^ through treasury; but to avoid unnecessaiy time and labour the 
amount should lie fi.Kcd at Rs. 50 for remittance under R.T.R. aiul cash 
order. Further the R.T.Hs. and easli ordois should he paid at the suh- 
ti*easury on presentation without delay as now eansed m cashing them. 

All the recognized banks slioukl be given a sialuto empowering them 
to issue their own hank notes (if small donotuinations, so that the paper 
currency may ))e handled hy the ])eople more irecly and with h‘ss fear. Tlie 
issue of Re. 1 and Rs. 2-8-0 currency notes had a wide circulation though 
there was opposition in the Ix'ginning and before it became popular among 
the people,, the issue was withdrawn. The barter system ol grains i.s still 
in vogue in the interior of the taluks which means heavy loss to the fanner 
and by the introduction of a suituhlo kind of hank note or ciUTcncy the 
primitives in the villages may have <hanee.s of using metallic currency 
when their brethren in the urban areas use notes as medium of exchange. 


The growth of cheque habit among the people after the abolition of Mtunip 
duty has been appreciable and only urban people handh' these in tlieir 
transactions. Tliere may not be any objection in promoting cheque habit 
among the Goveriinient .sei vants and bank employees lor oven small HUins 
provided the cheques are made negotiablo throughout the Rresideney and 
also provided the Government order negotiation at the treasury and post 
offiee.s on presentation irom out of the national assets themselves or the 
nearest co-operative banks acting us their collecting agents. 

Owing to the ab.sencc ol honest and enthusiastic %vorker.s in jnomofcing 
iudigeuous hanks and ow'ing to the much expensive constitution of tlio 
joint-stock bank.s backed up by rigid registration and also owing to the 
sudden collapse of some of tlie big hunks iec(*ivitig de[>osits, the banking and 
investment habit has been of a .slow’ growth. With the steady grow'th of the 
co-operative movement, the inve.stment habit as well as means of the people 
can l>e said to be on the increase. The liaiiks like the Mylupore Hindu Renua- 
nent Fund, etc., are dding much benefit to the constituents hy acting as 
banks of deposits. 

The results of the oiioiiing ot branches of the Imperial Batik of India 
recently are — 

2 the change in the cultivators’ outlook from agricultural to wm- 
to keep pace w’ith the time and spirit of the branches and tneir 
personnel ; 

(ii) the tightening and the governing of the money market | 



(iii) eMtinom profita whidi the hraoebes make wiili iSoverttmeiit 
money rolling into tie Imperial Bank of India with or wiihont inteoreal ; 

(iv) owing to the location of branches of the Imperial Bank of India in 
commercial and indnstrial centres, and as these branebes hedd the market 
and govern them the tendencor of the agriculturists and other artisans to 
grow only commercial crops ahich would get him enormous profits and which 
sometimes adversely affects him in times of had season is great and this 
tendency has made many a fanner to forget his principal food grains. 

(v) the control over the Government money free of interest has made 
the other banks, especially co-operative banks, to i-educe their rates of 
interest on inv^tinents made by the public. Tliis adversely affects the 
tnresting public; and 

(vi) with the working of the godown system and issue of loans on 
the pledge of comiuorcial produce, the number of middlemen is on the 
increase who take aw'ay the profits that the cultivator is entitled to. 

Instead of branches of the Imperial Bank of Indi%. Jndividnal bankeiw 
called shroffs who have sufficient local knowledge and experience may be 
appointed at all centres to do all kinds of banking. Kven this is not 
enough to tackle the question of restoring agriculture to its original level. 
The only institutions that can function satisfactorily without detriment to 
agriculture arc the co-operative hanks w’hich, if employed as agents of 
the Imperial Bank of India for their work, would l)etter themselves, the 
masses and the country. 



4n 


Written cnrldenoe of If JLBy. T. XT. RAMAN ATHAK ATorgSl, 
Bistriot Bank In^peotor, Omalur Circle, 

Omalur. 


I, ^Agricultural credit and credit fucilities for nmall indueiriett, 

1. The agricaltcrists are hnanoed by the local nionoy-lendei's and even 
by co-operative credit societies. The rate of interest charged by these 
Bocioties is at 91 per cent per annum and the period for short-term loans 
is one year and for long-term loans 5 years and not more than this. 
The rate of interest charged by the local money-lenders mngos from 12 
per cent to 40 |>or cent for cash payments and for produce or grains lent 
as loans^ one and a half times the quantity of grains l>orrowod, from the 
next harvest, say, within a period of six months. If co-operative societies 
are financed properly to meet the demands of the ryots at any time they 
make them and that on the 'spot, this defect will find a suitahle ixnuedy and 
the condition of the pc^ople will l»e hettored. The seinirity given to the local 
people is sometimes mortgage of properties or pronotes with sureties and for 
short-tenn loans even jewels and ornaments. 

2. Private persons having mandis in taluk centres collect the principal 
crops brought hy tho people and market them in their godowns and pay 
them the value of grains as sold in marki-ts and if the farmer does not 
agree to i-eceive the value of the crops as sold at that time, then he is paid 
an advance on tho pledge of all his grains and the halance is paid to him 
after the sale of the same at favourable rates and tliat as per the directions 
of the farmer. If this is undertaken hy primary societies in the villages 
themselves, the poor agriculturists will he profited witli less amount of labour 
and will be saved the c*onimis8ion paid to the maud i men. But of course they 
will have to pay a small rate of interest on the advances received wdiich will 
not he more than the commission paid. Till now’ no society, as I learn, is 
dealing in such w’orks. 

3. The value of wet land per acre is from Rh. 500 to Rs. 3,000 and of 
dry from Rs. 25 to Rs. 1,000 and those are hastMl upt)n the condition of 
the soil and the source of water-supply. 

4. Primary land mortgage banks have to be started in centres of taluks 
W’here the unions work well at the rate of one for a radius of seven miles, 
80 that the number of societies existing within that area will be benefited by 
lending tho requirements of the i)eople in cash without allowing them to 
go to the money-lenders and for a smaller rate of iulerest with sulficient 
number of years for the repayments. At the first stage, if tho fmids are 
available from the central institutions, the problem, T think, will w’ork 
oui^and that in rural areas. Further, for the sound working of these insti- 
tuMons, the loans issued by the Government under the A/rriculturists Txjans 
Act and the Land Improvement Loans Act may he stopped and the existing 
apeieties improved by such finance, if possible, and necessary arrangements 
tqiyards this have to be made. If this would lie difficult, tvi least the Oovern- 
maait may be induced to ask the societies for their approval whenever loans 
by them are issued to such persons as live w'ithin the ju]‘isdi(*tion of the 
aemeties. 

5. The societies working at Anayainpatti, Gangavalli, and Tliedavoor, 
^ I know, have their working capital as Rs. 32.000, 17,000 and 32.000 
Respectively, but, if they begin to work properly, at least Rs. 5,00.000 may 
be issued as loans to mcmbei's in these three villages and alsf> collected 
witliout any difficulty. 
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Joint written eridence of (1) ItJRJty. C. QOVAIiATStA Atnugel, 
(2) KA«Ey« A V. SUBBAKABIAN Arargnl and another^ 
Basipnram, Salem Distriot. 


L — Agricvitural credit and credit facilities for small industries* 

1. No particular system governs our agriculturists in obtaining finance. 
Our agricuituristB do not obtain loans from a single man but approach 
various persons at different times. 

(a) Credit is almost an inevitable condition of small farming. Agri- 

cultural capital is supplied by the village money-lender and also by the 
sowcars and merchants in adjacent urban areas. ^ 

(b) For permanent improvements such as the digging of wells, for 
equipment, including implements and cattle, for working capital, for buying 
manures,, seeds and fodder and for paying the? labourers, the rvot approaches 
the sowcars in towns. 

(c) For other special needs such as for domestic purpose, for ceremonies 
or for payment of revenue, etc., the ryot obtains loans by pledging some of 
his ornaments or liy disposing of his cattle. 

The rate of interest, although it is tbeort'tically the same for all at any 
given time and place depends in i)ractice upon the nature of security offered 
and the pericKl of time for mIucIi money is borrowed. Kv'en for one taluk 
as this the rates arc not unilonu, tlioso charged by the smaller indigenous 
money-lending concerns l>eing abnormally higher than the rates of any other 
institutions. Further, the rates vary from day tx> dav according to the 
demand for money. During marriage, kist payment, and sowing seasons the 
rates go very liigh — high to the extent of 60 per cent. Marriage is an inevi- 
table function, kist is a compulsory payment and purchase of seed is the 
ryot’s occupation ; and so the poor ryots are bound to incur the expenditure 
for these items for which they must borrow for nobody owns capital in this 
season of drought, When purebasiug seed it is tfequentlv a part of bargain 
that the producte should be delivered to the money-lender or seed supplier 
at a certain price which is always very much below the market rate. Some- 
tinie.s^ it is a contract that the ryot has to return double the quantity of seed 
supplied to hijii. If a ryot, by late, falls in evil W'ays, law suits become 
another inevitable i actor to him and thus he becomes heavily indebted, as 
the interest also is added to the principal year after vear and thus the debt 
otten runs through the life of the borrower and is inherited by his heirs. 
Thus the following rate.s of interest are charged from the ryots by the 
indigenous banks and private money-lenders in this Rasipuram taluk :> 

(i) For big sums lent for more than one year the rates per cent i 

on the face are 18 J and 24 jior cent which fiuallj" work up to 36 au 
per cent. ^ 

(ii) For ceremonies, payment of revenue, and loans for law suite.^! 

interest charged on loans works up to 24 per cent. ^ ' 

(in) For cultivation expenses the interest originally charged is ov 
cent which works up to cent i^er cent at the time of payment— this is 
lug to the contract betwe'en the parties, the cultivator ac^cepting t^ 
double the quantity of seed supplied to him. w 

1 j already said that the rates varv even according to th# V* 

plages offered; for urgent needs the ryots pledge their ornaments, 4®"* 
which loans the interest charged has not gone beyond 12i per cent in this^ 
taiuK. ■ 

Period of loan. —The private money-lending concerns are not grantinl^P 
a period of moi'e than a year at present. First of all they do not 
iix the period of repayment either in consideration of the pur^so of loan 
or of the repaying capacitv of the borrower. Mostly all borrowers are not 
known to the lenders. It is fihe middlemen that do the function of 
introducing the borrower to the lender and as the former stands surety for 
p ® loan IS immediatelv granted without asoeHaining fully the 
^ndition of the boirowei—this has led to another crisis which h«i to 
be explained in another chapter, “ 
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5ccttHij/.— O^erally for advances, personal secnrities are demiuided and 
tto auMunt of wan g^anM also has got to do someliiiug wi^ the surety. 

« landed propeHies aro offered, only 60 per cent of the vahie of the land 
18 advanced as loan. 

Private money-lenders grant loans on the pledge of ornaments. Crop 
pledges are very rare at present as crop failures have become very familiar 
and common. 

Cowdftf tons. ——Interest noted on the face of the bond will l>e quite different 
from that charged and generally the interest charged will be deducted at 
the time of disbursement of the loan. This is done only if it is a sliort-teriii 
loan repayable within the period of a year. If it is for more than a year, 
only three months* interest is deducted at the outset. 

^ Agricult uml finance — The Government. — ^The takavi loan system of tlie 
Government is the most inadequate and ill-suited to agrictiltiirists. I give 
below how it has been a failure : — 

The villagers are not aware of the existence of Government loans granted 
for the improvement of lands. It is the officials that visit the village that in- 
form the ryots about this system — they do so not out of sympathy to tho 
villager . . . but . . The ryots are ignorant of tho procedures t.o he 

adopted to raise loans from the Government and so they seek the help of the 
village officers and taluk officials who for their little obligation. )>enaliHO these 
borrowers and extract heavy doles before the money actually reaches the 
ryots. Before tho time the money reaches tho ryot he will have another 
very important expenditure for the money and so the money goes a wtiste- - 
it is not ntili.sod for the improvement of the land. Naturally his debt 
increases without any cori'csponding increase in his assets or permanent 
impi-oveinents. 

Again, the Government has not got adequate staff to check tluwe 
things — naturally this should como out of a free will to serve the |K)or 
ryots. Lastly at tho time of payment it becomes another ?evenue 
demand and so the same force is applied to recover the sum. Tlien how he 
secures this sum requires anotlier story to bo narrated about him. It is such 
loans that are inherited from generation to generation which have reduc<M| 
the peasants to this state of * not even one round meal a day * though he is 
really producing enough for him to lead a i>eacoful life. 

The Imperial Bank of India. — ^This is a palace hospital and the market 
venders are not administered medicine here. It is needless to point out that 
the villagers aro not aware of the existence of such an institution and, 
even if they know its use will ho ^ very little to the ryols. 

Joint-stock hanks. — It does not touch even tho fringe of the credit move- 
ment and naturally its existence is very little felt. Even supposing it begins 
to develop its principles are not favourable for rural credit system. Anyhow 
at present it is a non-entity in villages and as such it needs no description. 

^kl 'he indigenous hanks and hankers^ professional money-lenders ^ mer- 
3litG and dealers. — These institutions are, no doubt, exploiting the misery 
poor cultivator, but these render liiin good service in so far as these 
I^Me him to live. Whatever be the drawbacks of these institutions, they 
BB^n the whole rather beneficent. We have got to say so because no heTie- 
institution is yet properly organized to speak in sympathy with tlie 
Hn- cultivator. (Here about co-operation I shall state last.) These insti- 
I^Kns may be viewed from both sides. These exi.st as a sort of partner 
the ryot, supplying his needs at all times, maintaining him at the 
pLine of misfortune. These prove again as the beasts of prey seeking 
^n everywhere whom they may devour. As society and credit are at 
Pfesent constituted, they fill an absolute gap and are really, rural neemsities. 
^On the other hand they are tho mast undoubt<xlly expensive and dangcr- 
^pus necessities. These exist from time immemorial. Though the interest 
charged by these bodies are eating the very life-blood of the ryots fhm^ 
ind^tedness has not in any way le.ssened. Bo credit is an absolute 
newssity but the practice of usury must not he allowed to continue at 
this 

Cooperative hanks. — The real solution of the problem would lie in a 
system which should provide the peasant with facilities for borrowing at a 
low rate of interest, and at the same time, devise safeguards against 
(tqnt an^ reckless boirowing. The credit associations as contemplated ny 
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itAiffeaMin and SchiiliK) Deiitsssh on wliitrh the Tndian eo>o{>erative f^ieties 
are modelled fulhl the conditions of credit. Credit system must be democrao 
tised. Finance left in ilie bands of the rural pubfic imparting to them 
at the same time their resjwnsibilities in the niaiiagement of the credit 
asscwiations, really will satisfy the needs of the cultivator in all aspects. 
It is 25 years since the first Act was passed and 17 years hare elapsed 
since it was suitably altered. But what shape has this movement tiuren 
and done to improve the despicable condition of the ryot.^ It has worked 
and really done some good — but still there is wide scope for development 
and until it is developed, there is no hope of any redemption whatsoever. 

Amount required , — It is only through co-operative credit movement the 
villages can be rebuilt. Thei'e are only 52 co-operative societies in this taluk 
with a transaction of nearly five lakhs of rupees. Of this sum of rupees five 
lakhs only one lakh (Rs. 1,01,231) has been granted to members for the dis- 
charge of prior debts. This is a very melancholy feature. The indebtedness 
of the villagers to outside agencies such as Nattukottai banks, private money- 
lenders, etc., amount to Rs. 21,31,220. Of this sum Rs. 17,04,280 has been 
granted on the mortgage of their landed properties. When are these people 
to be relieved from the venoinou.s seri>ents wliich are slowly injecting poison 
into their system This short-term credit system of the co-operative move- 
ment will benefit only to meet the cultivation expenses. This should be only 
a secondary policy. First grant long-term loans to the agriculturists and 
thus relieve them from the worries of their various cr(Klitoi*s and then if 
short-tei*m loans are granted from time to time to improve agriculture it 
will really he pioductive I)ecause tlmn only the agriculturist will apply the 
loon liorrowed for the definite purpose. The villagers’ dues to Nattukottai 
Cliettis alone amount to TIs. 4.68,040 which carry an interest of 24 per cent 
at an average. 

So, this Rasipuram taluk would require approximately — 

BB. 

1.00. 000 for expenses during cultivation ; 

8.00. 000 for capital and permanent improvements ; 

1.00, (XX) for special needs and revenue; and 
21,31,220 for discharge of prior debts. 

So in all the taluk will consume ahout Rs. 30 lakhs and of this about 
Rs, 25 lakhs ought to be long-term loans of 30 years’ period. It is only 
then any single system may be said to govern the village ryots and any 
single institution may be said to be working for the good of the village 
public. 

Defects in the present system , — The defects have also been stated in my 
explanatory paragraphs above and the remedies have also been briefly 
suggested. 

(Jo-ordination of work in the credit agencies . — There is absolutely no 
co-ordination among the various credit agencies working at present incliwiing 
the Government and no co-ordination is i)os8ible considering the natufji^ oi 
the systems that govern the various credit institutions and private ineAe#* 
lenders. Improvement cannot be suggested unless one single agency is lhaw 
to work with a uniform system of credit. 

2. Present method of marketing principal crops . — Generally the indifi- 
trial C!*ops are marketed to outside districts in this taluk and the prliijcipfl 
crops are groundnut, tobacco and cotton. Generally when the cropa^ are 
ready for haiwest, the merchants or their agents go to the ryot and 
the produce to be sent to them. And some amount is advanced at 
initial stage as security. The merchant himself bears the cost of marketing 
the finished product at the beginning but it is recovered later from 
ryot in another form. 

Fomiation of pooh in marketing produce . — Forming popls in inarketii^;^ 
produce is a very laudable idea but it should be restricted only to princip^i 
industrial crops mentioned almve. Because so far as this taluk is conceriM 
th^"' staple crops that can be exported are only those noted above, ^me 
enterprising organization ought to do this function with the flll-operation 
and sympathy of all the merchants in the district dealing with these 
produces. 

A co-operative trading union is also a proper agency to undertake this 
function and one has been recently stai'ted in this taluk to pool the i^roiind- 
nut crop only at the initial stage. But thii? needs men— men of public Spirit i 
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The cultivating luay deposit tiieir produce here and they themaelvet at# 
allowed to sell if they get a good price. Needy, tnembers are advanoed loans 
on the pledge of their cropvS. laatead of the cultivator seeking a meiohant^ 
the society may do it and it is only ilien it will l>e profitable to the ryot at 
the concern exports a large quantity of goods at one and the same tune. 

If there is btaiiiich ciKoperation lietween cultivators and inendiatita and 
if they run a ciininon agenc.v like this, pooling will prove fruitful and 
idea will then l>e a splendid one. 

( I edit fardititit during marketing — at preu nt, — (^rtxlit fucilitieii are most 
inadei|uate at present. The merchant does not advance the ixMiuired sum 
to the rj'ot. Groundnut, tobacco and cotton requii'e various processes to ba 
gone til rough l>efore tluv are reiuiy tor the mnrKct and the j;>ot has got lo 
tiorrow the sum h'om autsnft ts to atteiul to tins function. The merchant pays 
only a nomina] sum as advaiuo simply to st?<*uix> tJie provlme for himself. 

Facitifie$ for internal and foreign trade — special difference. — This ques- 
tion regarding the foreign trade is connected only witli urhati areas such 
us district (‘cntres and so, us 1 am a viUagei', I can speak only with regard 
to the ryots' ismdition hut not with regarti to mcidmiits ilweiling in towns 
dealing with foreign trade. 

The iHirt platjed (at different classes of banks and bankers^ merchants 
and dealers ditrini^ the jaoccss of marketing — Itanks. — I have already 
stated above that the cultivators obtain loans for marketing their produce, 
etc., from outsiders. One of tlie agencies that are financing them is the 
co-operati\c credit siK-iety at present. Tlio <-o-operative central hunk of this 
district IS juvpared to lend any uinouiit for the jiurposes of cultivation. Fore- 
cast loan applications are being prepared in all the rural credit socueties 
winch facilitate the cultivator with iiecx^ssury finaiic4* at all stages of culiivu^ 
tion and vnfd the priulme reaches the market. liut how it would fully 
improve the ryots cmisidering the present state oi affairs is to 1 h» watched, 

Jtanheis. TIu' iiidigoiums hankers such as Nattukottai (hettis and 
oilier privatt* money-lending concerns are also linancing the ryots for 
marketing their produce. 

Merchant s and (/ro/fr^.- These, of course, are financing the ryots for 
cultivation expenses from the hegiiiiiiiig to the end Iwcause it is tlioae people 
that are prohUal at the end. These people advance them loans on the 
understanding that the produce is sold to them. 

Tlie defects existing in these methods are abominable. The contract 
i)etween the merchants and the cultivator is the most niinous to the latter 
which he does not realise because in times of need he it helped by thene 
merchants. 

Facilities for intctnal remiiUtnrc — Jhinks. — The co-operative bank, urban 
as '^ell us rural, arc sending their rennttuiuc^ to lh<‘ central hank through 
postal money orders, insurances and through the 8uf>-trea«ury by way of 
Il.T.K.’s. 

Bankers. — Betwe4m htuikers in different taluks, remittances either by 
post or treasury are not frequent. Only advice passes through the post 
omces by making the necessary adjustments in their book of accounts. 

Defects in the present system. — The existing system in remitting money 
through the treasury presents real ditliculty to all the co-operative institu- 
tions and others. BW-au.se the*treasury does not accept to transfer less than 
Ils. at a time w^hich Is most unsuited to the small* banks in rural parts 
where as a rule not more than Its. 10 is allowed to bo rcsiained as cash 
balance. It would l>e ailvantageous to hanks and bankers if this is suitably 
altered and some other lower figure is fixed as the minimum. 

Part pUiued hy the Negotiable Instruments 1 

Hn^gestums for extensive use of biUs , — i 

Different classes of hundis.-^ I 

SuggeHions for amen ting Negotiable Instruments Act. — i Not possible to 

Hundis — Discounted in local centres . — > answer these 

Difieteni kinds of instruments of ownership . — questions. 

Difieidtiei experienced . — 

Possibilities of operating licensed warehouses.-^ 

Need for Government assistance,^ J 
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3. Value of latid per acre for different kinds of crops — Ita^ipumm tciuk , — 
The soil in this taluk is yery fertile, we have got black cotton soil and soil 
suitable enough for the growth of sugarcane around Rasipuram proper and 
soils for growing tobacm. The lands that facilitate the growth of these crops 
cost nearly Rs. 1,200 per acre but on an average it works up to Rs. 7(K) 
liecause the price depends upon the locality first. Considering the average 
vn^tue of lands per acre, both the wet and dry lands stand at the same 
hgure in this taluk. 

Factors affecting the sasie.-^u) Wet land Rs* 400 per acre and dry land 
Rs. 180 and per acre. This is a very old figure. It is not possible to 
guess how" much it will come up to, now' ; because no such thing has hap- 
(lenod at any recent date. Anyhow it can be said timt the lana is under- 
valued if it is brought for .sale by the Coveriiinent for non-payment of 
tax. 

(h) This has happened. In one case the price has gone high, higher than 
the value «f the hind and in the other case very innch bq.low the normal, in 
the former Rs. 980 per acre and in the latter Rs. 210 per acre — both the 
lands are situated in the same plot and botli ot them are of the same 

ioamy soil. Both are dry laiuls where w'et cultivation is also possible. The 
reasons for such happenings are iiniltifarious. It deiiends upon no principle 
or factor. 11 this is to be expluinetl it would lead on to a regretful crisis. 

(c) 1 have already said that the soil is good in gAeral throughout this 
taluk. 8o that tlu^ other laotor that fixes the value of the land is its 

i<)cality and the easy access from the villages to frequently have watch over 

the lands and secure laboiireis without difiiculty to work on the farm, 

laitids at the foot of the Kohi hills are not priced so much as lands around 
a village or hamlet though the lormer ai'e a thousand times more fertile 
than the latter. It is due to the aforesaid reason. Generall}’^ w’hen sales 
are effected by private negotiation.s, the price will be just about or almost 
exactly the value of the land. First of all, here, both the parties find 

enougli time to tiace the genealogical history of the land hy securing all 

the old documents as far as possible and finding out who owned it fiist 

and hoiv it passed on from hand to hand and it l>y sale.s at what rates. 

Secondly tlie productivity of the land is also traced out. Thirdly the 
present yield per acre is also considered. And lastly though not the least, 
further scope for improvmuent in the productivity of the land is calculated. 
Without any ho])e i>f this nobody will be attracted to iiurchase a land. 
When a land conies for sale liy auction, the adjacent landowner wMshes to 
purcluisc or puivha.ses without any consideration of the abovementioned 
last reason because he has only one view, that if a tliii'd jierson comes in 
soJiio trouble might ensue to his land and so he purchases it. This is 
absolutely not tJie case when sales ai*e calmly effected hy private arrange- 
ments. 

4. Land uhortgage or ainj hanh for the long-term credit . — There i»^ no 
laud mortgage bank in the district and no provision has been yet made 
facilitating the cultivators with long-term credits. This is becoming a cry 
in the wdlderness. 

Sir T. Raghaviah Garu, in his jiresidential address in the XV II Session 
of the Madras Provincial Conference observes “ If the cultivating ryot is to 
l^e saved, he has not only to l>e kepi alive, which is the main purpose of the 
short-term loan, but he should also be. in hopeful cases, enabled to be rid in 
time of the incubus of prior debts, wmich descending sometimes from father 
to son and gathering volume as they go, reduce the proprietor to perpetual 
helotry under the money-lender, for wdiom and not for himself he thereafter 
lives and works. 

Indeed, this single sentence is educating three impoiiiant things and 
conclusive by itself for the speedy establishment of an institution for long- 

term credit. 

.1^ 

Lines on which, su^h institutions could he established and worked to the 
advantage of the landholders and tenants, — To voice forth great xn^i 
learned lecturer referred to above has clearly pointed out how the goiter- 
mental measures such as the Deccan Agriculturists Relief Act and the 
Usurious Loans Act have proved futile and further suggests The enly 
real remedy is the co-operative movement which trains its memb^s to learn 



m 

kud cuitivAte liielf-help and »elf-reliaiMje— Tlw lecttii'er iiw nst'eH 
to the Royal Commisetion on ^^ricuiture which observes, **Wo have no 
h^itation in recording onr beliet that the greatest hope for the salvation 
of tlie rural masses from their crushing burden of debt rests in the growth 
and spread of a healthy and woU-organiaed co-o|>erafiv« niovenient, etc.*’ 
And the l^turer further observes, “It is on these grounds tliat 1 would also 
press the inclusion of hnd mvrtgage loans in the programme of co-operation 
. . So, Jong-tenu credit laciUties may Ih» made on c'0-o|H$rttttve 

basis and the Government must fully aid this with their funds. 

ITorAring capital for land inortgage Intuk to be derived hivgeiy from — 
(a) Deposits. — How far the entire working capital required for running 
land mortgage hanks throughout the Presidency could be secured out of 
deposits is much to lx? doubUxl ; but no propaganda is nei*e«sary to attract 
the deposits to our central land mortgage banks after they aie estabii»dted 
with the enormous funds that may be secured through debenture bonds. 
Naturally alien iong-terin loans arc issucnl to the meinb<»rs, tlie money thus 
issued for discharge ot old debts gtH's bai'k to their cmiitors and in their 
turn they must find some way of investing their money safely. Those banks 
may very well attract them for they will no longer find ii pUic*e of invest* 
meat in the villages. So, as a puitter of ooui-se, we get the deposits. 

(b) Funds from central tnstitutions. — When a*o want the co-ordination 
between various credit agencies, naturally the central institutions form the 
home of ever so many such institutions and as such their funds must lie 
available lor us at all times. Hut how far these funds will fuKil the demand 
is a question that can be dealt with only when the entire ertslit mx'dsa 
ot the Presitlency are tbotiingiily studied and estimated. 

^() Debenture bunds. — This method is being advocated by men of 
exporienee and (uhtne. And as such ours will i»e only one ot thousand 
voices. There would be free How of money only if <ali is imule attracting 
capital through debenture iMinds. Secoiitily to .satisfy the gi owing need 
this method alone would be suitable. 

Seed — tjovcni inent (jua ranter for debenture bonds. — Yes. For both 
principal aiul interest Government guarantee is quite essential ; at least, to 
satisly the village folk, the debenture bonds should carry Government 
glia l ull toe for some time. 

Measures aqainst iinneccssaf\o loss.—ii the land mortgage banks are set 
on toot under the existing provisions of the Ck>K)perativo Act, rules, etc., 
there would be very little «coi>e for loss to occur. 

Terms for raising man eg bg agrieultural mortgage bank and also terms 
to lend out the same. — De])o.sits ought to bo acw»pU>d lor a period of not leas 
than ten years and interest should be allowed at 4 per cent per annum. 
Funds ought to l>e obtained from central institutions by way of loans 
repayable after 15 years and the rate per cent for such loans ought not to 
go l^eyoiul 5 |mr cent per annum. Moneys should be got by W’ay of aef>eiitures 
and the perifKl of vxpiry of repayment over such bonds ought to lie ^ yours 
and the bonds ought not to carry a rate of more than 5 |>er cent per annum. 
'J’hesc periods ought to bo hxeil according to the grades of persons to whom 
loan.s are to issued in <*oii.sideration of their repaying capacity. J>eposits 
otitained for less than ten years ought to carry an interest of only 3 jier 
cent per annum. The moneys thus raised ought to be lent out for different 
periods whicfi sliouid be calculated upon the value of the security offered 
upon the repaying capacity of the borrower. The interest charged on loans 
ought to be uniformly 6 per cent per annum and the margins between deposits 
and loans, loans from central jnstitutions and those issued to members, interest 
paid on debentures and interest earned by the issue of loans, w^ill be enough 
for the working expenses if one principle is strictly adhered to, i.c., deposits 
raised for ten years ought to he issued as loans only for a period of ten 
never more, and the same principle ought to be followed 

throug^hout. 

5. Esiimate for credit. -Yes, I have shown roughly the amount required 
for this taluk in my answer to question 1 in the sub-column “Amount 
required. ’ 

Tx obtaining such an esiimate with reasonable accuracy.’--^ 

It would not be possible to obtain the exact fifl^re even if thorough enquirfbs 
gre made by employing a large staff and moving from hut to hut in 



Only a rough estimate can )>e made. The hguree that 1 have shoirii are 
taken out of the property statement of members of co-operative societies 
and also by the kind Jbelp of the agents of Nattukottai bank? and one or 
two private money-lenders of this local town. 

(a) , (b) cmd (c) The amount of debt with land as security, — I have 
shown already that the amount of loans outstanding on the mortgage of 
landed proi>ertie8 is roughly Jls. 17,04,280. (This is the amount noted 
in the property statement of meml>eys of 52 societies plus that obtained 
from Nattukottai agents and from private money-lenders of this town,) 

(b) Nil. 

(c) Total amount of loan as mentioned on page 476 of Rs. 21,31,220 
minus Rs. 17,04,280 is jouglily the figure (Rs. 4,26.940) incuiTed against 
other assets and pei’sonal securities. It has not neen possible to get 
figures separately for each item of pledge. 

Vurposes, — These loans were incurred for all the purposes mentioned in 
your question from *a’ to *h'. 

Debt is due to whom, — The debt incurred is largely due to indigenous 
bankers and professional money-lenders in this taluk. 

Mates of interest charged^ etc, — Please see my answer to question 1. 

Farmers' degeneration, — (Question 4, page 478, last line in paragraph 
2). The speech of Sir T. Raghaviah (Juru clearly points out that the 
cultivators live and work for the sake of their creditors and finally the 
lands pass on to the latter because there is absolutely no s:ope for the 
improvement. Speedy measures ought to he taken at least now to unfetter 
the poor peasants from the yoke of their creditors. 

Memoves the incentive to produce, — Naturally every moment is testing 
him. 1 should like to quote here my own observations during the coui'se of 
my tour in this taluk the full text of which has appeared in the recent 
“ Co-operative Journal i.e., “1 was surprised to hear that a certain mem- 
ber of our society who haa borrowed Rs. 125 from a Nattukottai Chetti of this 
town has been sued for Rs. 950. It is only seven years since he borrowed the 
small sum of Rs. 125 and it has multiplied so enormously within seven 
years’ time.’' 

If the peasant’s condition is like this, naturally he will grow desperate 
and there will be no incentive in him to exert himself to produce more ; 
because however much he produces, it will not be sufficient to meet out the 
growing interest on his loans. At the same time he has to answer his large 
family, liis courts aud at the sanio time his creditors. All happen at one 
and the same time in this draughful season. Theie is no hope, no emancipa- 
tion. With ail this, there are numerous oddy shop??, one in every corner 
of a village. He is bound by society laws to visit the same ana have a 
decent dose or two with his friends I ecause the Government and the 
contractors are entirely depending upon these. Where is the incentive to 
work and produce more? Where is the efficiency? All gone into the toddy 
shops. 

6. Subsidiary industries existing, — Supplemental to agriculture no such 
cottage industries are ever in existence in this taluk. Spinning and 
w^eaving ai*e in existence in several villages but they are not taken as a 
supplemental occupation. Only a class of people have taken it up as 
their principal occupation. 

Suggestions for establishing any such supplemental industries, — It is quite 
essential to establish some cottage industries as a secondary occupation first ' 
strengthening agriculture which supplies raw materials for industries. 

Employment to the ryots during off seasons. — Gur-making and brass 
indfisiries are in existence in this taluk and these may be developed along 
with spinning and weaving and the cultivating class might be employed in 
these during their off seasons. Also this taluk produces a large quantity 
of groundnut which is directly exported in entirety. Instead of this, indi- 
genous oil extractors might be run by a big concern and some men can be 
employed in this for several months. Instead of groundnut, the oil may be 
exported and thus we can retain the sub-^product, the oil-cake for the use 
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of our cattle, Anyhoir subsidiary occupation is quite necessary; but first 
w© want proper men to educate the cultivators on the lines of work, Co- 
oporatire societies will suitable agencies to finance them for working 
capita] provided infiuential and honest men take the lead. At the same 
time Uiey must be at least small capitalists. Hien Joint loans could be 

issued to them from time to time to facilitate them to run the concern. 

* 

7, Belation* that exist between co-operative hanks and other hanks, 
Vide answer to first question. Each is functioning separately. But the eo» 
operative central bank has got connexion with the Imperinl Bank as over- 
draft is allowed by the Imperial Bank of India on the security of the pro- 
notes executed by the unlimited liability societies. The crcnlit and ciebit 
account is useful for meeting urgent demands of short-term loans and pay- 
ment of current deposits. 

Competition between cooperative and other hanks , — No such thing. 

Financial concessions to a^-ofwrative societies. — Yes. All that go in to 
stimulate the co-operative movement are to bo attempted. Because well- 
organiaed co-operative credit alone forms the most suitable agency to financt^ 
the cultivating class and this alone would bring about amelioration in the 
lot of the ryot. To deve]n|» this all possible financial (H)noessions should l>e 
shown . 
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Written evidenoe of MJELBy. G. 8UBBA BBDBl Gam, BJL, 
Berenue DiTieionalOAcer, Cooanada. 


/. — Agricultural credit and credit facilitiei jor email induitriee, 

1 . (a) The agriculturists, in most cases, spend their own money for ex- 
penses during cultivation. They do so generally hy selling produce of pre- 
vious years. In tho case of middle class or poor ryots they borrow money 
from a rich ryot, or a money-lender on interest at the rate of 12 per cent 
per annum. There are also cases of borrowing money from co-operative 
societies and also from banks. 

(h) For cattle and permanent improvements selling of previous years’ 
produce or borrowing from others on interest is msorted to. In this taluk 
Government loans are not utilised to any appreciable extent. 

(c) In cases of failure of monsoon or excess of rains, ryots borrow paddy 
itself for their sustenance on the condition of repaying al)out 11 times the 
quantity borrowed. For land revenue, etc., borrowing from money-lenders 
is resorted to whore remission rules do not npj>]y. 

The rate of interest is generally from 12 to 18 per cent ; the period of 
loan is generally from 3 to 6 years. Jewels and immovable pioperty are 
generally given as security. 

(d) Government hare been granting loans for the purpose of agricul- 
ture and land improvement, etc., with a small interest of 7i per cent taking 
lands as security. Government loans are negligible in this district, lianks 
and co-oporativo societies on personal and land security with interest 
ranging from 9 to 11 per cent advance loans. Banks also take jewels as 
security. Bankers and professional money-lenders take interest from 12 to 
18 per cent or even more and take lands and jewels as security, 

(e) T cannot give any rough estimate as to the capital required. 

(/) Byots cannot borrow money so readily and in so short a time from 
Government co-operative societies or banks as from indigenous bankers and 
money-lenders. Time is required to follow' rules in the ease of loans granted 
by co-operative societies ancl banks. Bankers ancl money-lenders rendily grant 
money but on cjompound interest for periods ranging from three to six months. 
Bankers, etc., evade taking partial payments with a view to getting more 
of compound interest. Less rate of interest is recommended in case of Govern- 
ment loans and the number of co-operative societies increased and the rate of 
interest reduced. As in the case of insurance companies commission agents 
instead of paid inspectors may be appointed so that they may take greater 
interest. 

(g) There appears no co-ordination in the various credit societies. 

2. (a) Ryots sell principal crops to merchants who take them to market 
for sale. Some ryots send produce to commission agents in the market who 
sell the produce in due course and take small profits including rents, etc., 
for the godown. Tn the ease of paddy, ryots send it to the nearest mill and 
sell it W'holesale in the village to merchants or in retail in their own shops 
in the market. It w'ill not be successful if co-operation is aimed at iii 
marketing produce. 

(b) By selling the produce in the field the ryot gets the amount in a 
lump sum. In the case of sending produce to a commission agent also, 
the ryot is saved from^ the responsibility of remaining in the market and 
attending to the sale in person. He gets the cost of the produce almost 
in a lump sum in a short time. 

(c) In the case of internal trade the finance is generally made by the 
commission agent to whom the goods are entrusted for sale at a certain per 
cent o‘f the market value. Banks also advance moneys, 75 per cent of the 
market value, and the goods are kept by them. For foreign trade both 
the exchange bank and the Imperial Bank would according to the finan- 
cial,„^tatus of the merchant grant overdrafts without security of goods but 

v^?**?*,®*®*® P®*" market viilu« of the 

4PQiA3MtKeD as pledge by them, 
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(d) BanicA and bankers do not seam to taka any part in markatinc 
produce. 

(r) Interual remittances on account of trade are generaHy made attJiar 
by cbc^iucs or hnndis. The only facility now available in payment by 
cheques or hiindis. The only defec't in cheque reiiiittam'ea is that banka 
take advantage of charging unusual rates of discount. As cheque system 
invohq^ ti*an«fer of luonev from one hank to another, charging of discount 
Is unnecessary. 

(/) Negotiable instruments in the internal trade enables the consignor 
to re<*cive monies through the hank immediately the documents are presented 
without the ne<H^vsity of waiting, for the moneys till the gtXKls reach the 
di*stination or taken delivery of bv the consignor. Tile same facilities are 
also gained by the consignor. Ue<)uction of duty on hills dm^s not in any 
way help the extensive um» of hills. 

(ij) The various forms of bills are — * 

(1) Demand draft payable at sight. 

(2) Usance “ D.P. ” drafts payable after the expiry of the peruul 
stipulated therein against the delivery of documents. 

(.'!) Usan<e “ D.A. ” drafts ('oiiinuuic-od to Ik* deliv€»red against ncicnt- 
ance of the drafts hut the amount will lie payable after the expiry of the 
last date of the stipulated time. The Iasi two classes of drafts are governed 
hy three days of gnus'. uhles.s .siipii!ate<l otherw-ise. 

Drm<ind dntft . (\) At sight of this, please pay* to X <»r onler for value 

of . . . 

(2) “D.P.*’ thirty days after sight to , . . documents to lie deli- 

vered against payment. 

(3) **D.A.“ thirty days after sight — documents to ho delivered against 
act'cptance. 

(h) Tho present system appears satisfactory. 

(i) In most cases all bund is covering g(KKl« diM^paUlunl are dimountiMi 
through a local hank. Hundis are generally held hy hanks and not at all 
sent to provincial (*entres. 

</) and (h) (1) Railway receipts, (2) bills of lading. 

The same instruments are nsed for rai^ng hills. Tn the case of inward 
gomls the hanks are not in the habit of dancing on railway receipta and 
hilts of Jading held by party and only after tho arrival of goods and stored 
under their custody. It would facilitnti' husiiiess considerably if the hanks 
finance against the security of these instruments for tho goods to airire 

and take the goods as security after arrival for tho amount advanced on 

those goods. 

3. n) Wet lands fit for raising dufassnl crojis cost Us. 1,200 to Rw. 1 .I^K) 
per acre. 

^ (2) Wet lands fit for paddy alone cost Rs. 800 to 1.300 per acre. 

(3) Dry lands fit for wet crops Rs. 400 to 800 per acre. 

(4) Dry lands fit for dry crops Rs. 200 to 500 per a<^r«. 

The factors affecting such value are fertility of the land, irrigation 

facilities and classification of the land (inam, iirayati) and r<»venue payable 
to Zamindar or Government; it alio de|mncis upon the numlxr of rich 
merchants and ryots in the village and neighbourhood. 

(a) A (by In the sale of land either for arrears of revenue or under coui^t 
decree the amounts will be fluctuating due to keen competition or abienoa 
of competition while tiiere will be no fluctuation in private negotiation. 

4. No legal impediw^ent. 

No sudi banks. 

Co-operative sociotieii may be esiablisbed to give long-term credits^ 

I have no experience in the field. 

66 
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5. (h) By enquiry in t. e rillage und by reference to registration accounts. 

(c) Cun be knou'n only by enquiiy. 

(d) Maintenance of family, trade and a reckless life may come under 

this. . . » , j ^ 

(e) TbU debt is largely due to professional money-lendera and to a 
small extent to banks, etc. 

(/) About 9 to 11 per cent banks. 

12 to 36 per cent professional money-lenders. 

0 to II per c<*nt co-operative locieties. 

The methods are : In the case of professional money-lenders the interest 
is calculated by simplified form of *rule of three’ known in Telugu as 

Dokadalu In the case of mortgaged of movables, the inoiiey-lenders 
give notice to tho debtors and sell the jewels and in other cases they go to 
civil courts. 

• (ff) Yes. . , . , . , . 

(h) Generally it takes away the ineentiw. If the perioil of lease js 
long, the tenant will have more interest to produce better yield. 

0. (o) 'riie following in<lnslries are supplemental to agriculture in this 
talnk : — 

(1) Rice milling. 

(2) Garden produce. 

t3) (Cotton ginning. 

(4) Tland-spinning and weaving. 

(5) Sugar relining, 

(0) Extracting gingeliy and castor oil. 

(7) Fibre extraction. 

(h) Gingelly, sugarcane, etc., can Ikj encouraged by greater supply of 
water during secjond crop season. 

(c) Small industries such os lace-making, and spinning may l>e 
encouraged. Middle class ryots out of sentimental objections do not under- 
take any such industries. 

(d) (ft) No large amount of capital is required to start small indus- 
tries. Small amounts may be advanced by ^vernment or co-operative 
.societies on the security of standing crops. 

6-A. (d) The following other iiidustrio.s are prevailing: fl) dyeing, (2) 
spinning, (3) salting fish and (4) tanning. 

(h) More investment is necessary for the industries mentioned in 6 
than those mentioned in 6-A, A1 the .small industries do not require great 
investment every farmer may take up one of the industries. 

7. (h) The co-operative societies cannot always be depended upon as 
money will not l>e available at all times to meet the demands of the ryots. 
The rate of interest charged in .small co-operative societies is Rs. 1-9-4) per 
(*i?nt which has to be reduced. There are no long-term loans in all these 
co-operative societies. Tt may be introduced to the advantage of the ryot. 

(e) Societies are existing in every fourth village. The capital required 
may he three times the capital now invested. 

(d) No. . 

The initial investment hy Government must l>e increased a good deal 
.so that the ryots may not wait till the suliscriptions or debts are collected 
from the shareholders. 


II. — Indigenous hanking, 

T cannot give any useful answers. 

III. — Investment hahit and attraction of capital. 

1. (a) The following are the existing banking resources: — 
(1) The Imperial Bank. 

^ (2) Savings Banks. 

(3) Co-operative societies. 

(4) Government loans under the Agriculturists Loans Act, 

(5) Life insurance companies. 

^ (6) General provident rund. 

0 Postal cash certificates. 



I'he above are the ttieana hy whkk aavioj^g are encouraged. The pulitic 
have goi full facilities tor invebtinenta, 

(6). iiiiprovement is noeesbary itt rcspet*! of the existing facilities. 

(c> Mich people invest pretty large sums of motie5' on jewels and on 
silver^ware. it is only the iiienhant dass that make file aforesaid invest- 
liient in large Rtitits. ' 


2. (£i) Pcj^ial cash certificates cUi not .M?eni to Iw very tK)))iilar. Exicii- 
bive advertibenient of the rules, etc., may popularise the pestal cash 
certificates. 

{b) The rate of interest on postal cash certificates has to l»e eiilumoed 
and the mode of issue requires no revision. 

(c) Yes — It is only Government servants that resort to iiivestineut in 
savings banks. 

(d) The rate of interest, if iticueastHl, will attract the other classes. 

(c) The |HMtal ^sh c'ertiiicatee and treasury hills aro not attractive 
as the rale of interest is very loa' wdicii coinpartKl with the rate secured by 
private niotiey-lendmg. 


(a) Tliere i.s now every facility for piirthusi^ aiul sale of (loveitu 
jiieiit bwurities. It the rate of interest is i^iiiall it iiuiy not tempt the 
small agriculturists to invest tlieir money in Gx>vernmeiit securities. It is 
doubt! ul it agriculturists will ever invest thoir aaviugs in Govorninent 
securities. 


(A) 'riiere are im» other securities. 

{r) Moneys rc‘nlize<l hy sale of pnMluce will partly U* spent in the 
iinpro> emeiit of land, partly tor the piirchasi* ol lands unci partlv lor 
mortgaging lands tor interest in case of havings. 

(f/) f armers generally lend inonev Ui their fellov agriculturi.sf.K. They 
invest surplus money in buying lands and lending for iiitorost and also 
lor the iinpixiveineiit of their lands. Agriculturists are generally not rieh. 


4. pf) The Use of chwpies in registered insiitutitms is very coininon as 
there is no stamp duty on them. 

(/*> xVlen hant.s and bankers generally use chofiues. T\h) issue of cheiinea 
to c^overnnienl servants uiul hank employees is not iieiHissary. 

(r) Veriiueulur scripts in hanking can l>e iutrtKluceii with advantaga. 
o, (a) Yes. 

(/-) Money-lending seems U) bo the Iwst trnde for the rich and invesf- 
infill, ol inoiiios III |,r.Klm-tivf niidertakings (uii Iw done to a snial] extent 
i» the |Msi|de arc inliK-aU'd. 


OjK'iiing 

trade. 


There are no branrhi*'i ol lIh* llmik of India in fljis taluk 

ol new liraiiclies in important centres facilitates transaction and 
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Written erldenoe of M BBy. Q. SBljaVABABAGHAVACHABl- 
TAB Avergnlt Betired Deputy Collector and Aseietai^Begie- 
trar of Co-operatire Societies and Seeretaryof the wiidura- 
Bamnad District Co><^ratire yederation, Umited, Madura* 


1. — Ayricnltural credit and credit facUilieg Jor small industries, 

1, There ib in thib province no organized bybtein for financing the agri* 
cultunst either lor expenbes during cultivation or for batiblymg hia otner 
needb. Hib cultivation expenbCb and thobe relating to the batialaction ot 
lub otlier bx>eciul needb, bucn aa kibt, etc., are generally met from out ot the 
graiiib btocked by linn, which are not adequate enough except in good yeara, 
ihe bybteiii ot paying aagea in grain tor bouie ot the oiieratioiia connected 
with cultivation, namely transplantation and weeding, is however coming 
^ into dibUbc and in beveral jnaces money paymente havc^, to Ije made to get 
“'Uirough the operatioub quickly. For tnese and other expenditure required 
tor capital and iierinaneiit iinprovemeiitb moneys are wanted, but they are 
not available in all the village*^ or lor ah the agriculturists or to the required 
extent. Small loaiib required lor cultivation exxieiiseb, when necessary, are 
generally obtained trom the casual agriculturist money-lender oi the village 
or in tlie neighbourliood, or from professional money-lenders who have 
established themselveb in various c-entres. h'or bigger loans the agriculturist 
has to go either to his richer brethren who have an eye on his lands or to a 
co-oj[>erati\'e society, if one should exist, or to iirofessional money-lenders. 

Small loans, which may be in the shape of either money or grain, are 
generally liud by the middie-class ryots at interest varying from 12 to 18 
per cent on pro-notes or as hand-loans, while, his poorer brethren can 
command credit, if at all, only on pledge of jewels and at interest varying 
from 18 to 36 per cent per annum. When these loans are obtained from 
professional money-lenders interest is generally deducted in advance. In 
other cases, the interest stipulated is payable along with the i^rincipal in- 
variably from out of the proceeds of the ensuing harvest. The interest 
charged on loans for long term, which will rarely exceed three years, will 
vary from 9 to 12 per cent in the case of the rich and 12 to 18 per cent 
in the case of the i>oor. The security taken will invariably be one of 
simple mortgage to begin with and may become a usufructuary one in the 
course of years for failure to pay oven inteiest. Only in the case of a 
fow' industrial or eoinmereial crops such as tobacco, chillies, betels, etc., 
loans are obtainable on the security of staiitling erox)s at rates of interest 
which will be abiioj-inal. 

ill the matter of ugriculturul finance, absolutely no part is played by 
the Imperial Bank of India. Joint-stock banks and other indigenous banks 
play but a very small part by catering to tlie short-term loan requirements 
of only their agricultural customers who happen to be close at hand. Co- 
giperative societies, wherever they exist, are able to assist only a fraction 
of the agriculturists but not all, on account of the limitations which they 
subjected to by their by-laws in regard to the amount of loan . he 

■''^^t^ranted to a moinbor and also of the total loan grantable to a society. i)u 
^ account oi the delay involved in going through the various fornialithis, the 
ryots look up to co-operative institutions only for intermediary ana long- 
term loans and larely for short-term Joans. Though Government are in- 
tended to finance agriculturists under the Land Improvement Loans Act 
and the Agriculturists Loans Act, very lew' ryots choose to avail of them on 
account of the trouble and delay involved in getting the loans. 

Tor the efficient cultivation of wet lands a ryot reipiires on an average, 

» not Jess than Ils. 30 per acre and for the cultivation of dry lands lis. 10. 
Ihe cultivation of garden and other valuable crops may cost froin Jls. 50 
te Rs. 250 per acre. It is not easy to forecast ofT-hand the aniojuiit required 
for capital and pemianent iiiiproyeiuents, which may vary in respfect to each 
hiHd and also from village to village. 

l^e agriculturist now suffers for want of a cKinvenient system for financ- 
ing Imn both for cultivation expenses and for making capital and permanent 
imjproyements. Hw lot can be improved only by establishing co-operative 
societies in each village and also land mortgage banks at various convenient 
centres. He w'ants money for cultivation expenses at short notice and these 
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aud other ioans required by bitu cun be prurided fur by c<M>periiti^e sbcieiM 
if tile meinberb are educated and trained to give Mufiicietitt$[ early before 
the cotua^c^ment of the outtivatiuu Miasioi^ or the time at wbiob Um ntcmey 
ia reqidiw> a forecast of their loan requiremeuts^ both long and abort tentii 
with d^rreet statemeut of hiii absota and liabilities. 

Even amongst the few credit agencies whidi are available here and 
there, there is absolutely iiu c^o-ordination. A certain amount of eu<K>rdi nation 
IS possible beta*een the Government and the co-ot>erative societies, if tho 
former should utilise the latter as their agents for dLsbui*siug loans under 
the Land Improveiiient Loans Act and the Agriculturists Ismiis Act and 
also for recovering them. 

2. So far as the districts of Aladuru uiul liumimd are C'uiu^eraed. the 
princiiml crop in the ease of wet lands is paddy. This is oitlusr marxeted 
in the neigliboiiriug weekly markets or puirlnised by customary paddy 
merchants who visit the locality, lii the case of dry lands, tho principal 
crops are kambu, cliolam, ragi, gruuudnut and tH>tton. The ft list thi*eo ara, 
so limited in quantity that no appivciubic portion oi them is available 
lor sale. Groundnut and cotton are generally purchuHe<i by middlemen 
merchants on behalf of exporting firms which oftentimes finance them also. 
The growers of tht\se articles are not yet habituated to the Kysiem of form- 
ing pools lor the purpose of mlvantageous marketing and lor which no 
facilities also (‘xist. it will take a long time lor Die agrK‘ultui-iM.> t(» 
organize themselves for this purpose. A lieginiiing may however be matle 
by educating the lyots who are members ol c‘<>-operative societies to avail 
themselves of the provisions of the by-laws relating to joint sale. 

'J’he agricultural population are not directly in touch with any bunks or 
bankers or wholesale niercliants or dealers. All transactions by producers 
with middlemen merchants aie only in cash. The system of payments by 
negotiable instruments is unkimwn to them. The sysUou of liundis or bills 
of exchange is pi'evalent only and that too to a small extent among.st the 
merchant class in cities. Ji cannot bo introduced int<> villages until facili- 
ties for their encashment aie provided close at hand. Tho Salem District 
Co-oi>erative Dunk has recently introduced, as an experimental measure, a 
system of paper money and if it should prove siucessful, it will be a great 
boon to the agricultural population. 

d. Classified w(‘t lands liaving an assured u utcr-suj>ply, cost about 
Ks. 500 to Rs. 1,(K)0 [>er acie if tliey are single crop and uiKXit Hs. I,0<X) 
to Rs. 2,0(K) if they arc double cro[). The price of otiier wet lands range 
from Rs. 50 to Rs. 5(K) an acre. J)ry lands wliicli are lit for cuitivation 
of commercial crops range in value from Rs. 100 to Rs. 50(1, while tlic 
value of other dry lumls varies from Rs. lO to Rs. 50 per acre. The factors 
ufl'ecting land value are (1) nature of the soil. (2) facilities for irrigution, 
(d) marketing facilities, (4) demand lor the land and (5) circumstances of 
the .seller. Lands sold in Governnicnt auction for mm-pHyineni of reveum^ 
generally happen to be inferior in quality anti they fetch a price ranging 
from the amount of land revenue due tliereon to sonictbing abo\e it. Xli|j 
va4u8l uf realized by sale in court auction is gericruHy slightly Icsj* 

tijaii that realisable by private negotiation. 

4. ^1iere is no legal iiiijiedinieiit as to mortgage of land and agricuiturul 
holdings. There are yet no land mortgage banks or agricultural banks 
functioning in this part of the Presidency for the provision of long-term 
credit. The leading co-oiierators of this |>roviiico have sent up to Govern- 
ment a scheme of land mortgage bank which may he given effec;t to as early 
as possible. 

5. No attemi»t at estimating the existing indebtedness of the agricultural 
classes has yet boeji made. A l>eginiiing has now lieon made, at the instance 
of the liegistrar of Co-operative Societies, to get an accurate estimate of 
the indebtedness so far as tho nioml>ers of co-operative societies are con* 
corned, by means of deiii 4 nding from each memlier annually, full particulars 
of his assets and liabilities. But to find out the actual inclebtedness of the 
villagers as a whole, a detailed economic enquiry must be made by means 
of oHiciais or non-officials specially deputed for the purpose. It may t>e 
safety asserted that, on an average, the indebtedness of an ordinary agri- 
cultiirist comes to nearly 40 to 50 per cent of the value of his property^ 0l| 
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ikccouiii of ike smsUness of ih^r lioidings, which leaves them little or tie 
surpitib eveu ut good years, iaudholciers are obliged to mortgage their laods 
a hich, in many cases, |>ass into the hands of their creditors gradiihBlr* 

6. There are no small subsidiary industries practised by the agrit^Attirists 
in this part of the province to any appreciable extent. The possibilities 
ot finding out small suiisidiary industries suited to each particular area 
must l>e investigated by an expert of the Industrial Department, who should 
be asked not only to introduce them but also to supei'vise and sugg4s»t 
iniproyetnenis. The l>^t sutisidiary industry suited to a farmer is spinning. 
As this does not require any large capital and as the spinner can have his 
own raw-cotton in many places it may easily be introduced, provided 
simultaneous arrangements are made for the marketing of the yarn spun 
and lor its conversion into such cloths as may be desired by tho farmer. 
Other subsidiary industric^^ tliut may be introduc^ed may require some work- 
ing cajiitaf but not large. And this may lie provided for by co-operative 
societies now existing or that may be hereafter estabiislied. liidustries like 
nce-milling, c^ottoii-ginning, etc., exist in town or quasi-town areas, but they 
are mostly m the hands of non-agriculturists. 

0-A. The only small industry practised on a large scale in this part of 
the province is the hand-loom weaving. The products consist of ordinary 
coarse cloths more suited to the agricultui'al population. 

7. Tho co-operative banks have little or nothing to do with hanks other 
than the Jmperiul JIank of India, Iroin w'hich they get some credit accommo- 
dation hy way ol overdraft. They are generally able to coiinnund the 
necessary amount oi iiiiance requircxl for short-term loans. For providing 
them with the capital required for grant ol intermediary loans, they must 
lie enabled to rei*eive as deposits trust and similar funds, the corpus of 
which is not ordinarily withdraw'able. Co-operative societies can bo mado 
to uttru(‘t l»etter finance if in(*<>me from investments therein is exempted 
tiom assessment to iiuomc-tax. 


II . — indtycnvm banking. 

So lar us Madura and liainiiad distri<*ts are (‘oneeriied there me ^niiy a 
lew* indigenous banks established in town ureas. They rarely assist tho 
ugrieulturists. They are more generally availed ol by the moichants and 
w age-earners. 


ill. — J nvvutment habit and att faction of capital. 

1. The existing hanking resources consist chiefly ol dejmsits and .shaies. 
'JMiero are no means or institutions existing in villages except perhaps 
co-operative societies, tor encouraging savings and investment habit. A few 
such institutions exist in towns. Kveii there people generally join more 
lor hoiTow'ing than lor uicuinuluting their savings. People wlio liave got 
money to save aro generally prone to invest a part of it in silver and gold 
and the remuiniug in the purchase ol lands, which they consider to he tlio 
aafest investment untler existing conditions. Only persons who cannot find 
ifiiinediato investment in these directions and Goveriiuient servants who ar^ 
debarred Iroiu lending privately, go in lor jj>pstal cash cci-tilicatos. 
cash certificates arc to lie made iiioro popular, interest rates ought “to be 
increased. 

Postal savings banks are generally resoiled to only liy men of Biuall 
means and also ]>y Uoverument servants belonging to the suliordinato ranks, 
rhoy can Ik? made more popular if tho rate ot interest is increased and 
iiiteicst is calculated on daily balances and if facilities for more froqueiiet 
withdrawals of moneys are afforded. 

2, 'i’he institution of postal cash certificates must have affected tJie flow of 
nioqey mto banking institutions. To what extent it has affected can be 
seen only by a comparison of banks and postal figures. 

Small agriculturists have generally no savings to invest. 

4 The cheque habit is prevalent only in town areas and with the 
merchant population, public servants and other educated men. The aboli^ 
tion of stamp duty has tended to the increased use of cheques by these 
classes people. 
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5* The haiikitijx investment haliit in India ms iio growth. 

It is dw gartly to illiteracy and partly to whnt oMacilitieei. Peoj^a can b© 
to invest their aavinga in productive undcrtakinga if tn© Ckrrani* 
mant^ take the initiative and demonstrate to them the prohtahla 
natui^%f such undertaKings. 

The opening up of new hratiches of the Imperial Bank of India haa 
res\iltod in affording facilities only to merchant population for borrowing 
and to other joint-st<K'k hanks for expanding their transactions. 

The salvathni the ryot popiilntion lies only in eo-op4>rntive so<neti«vs, 
which should lie ostahlisKed at the rate of at least one f<ir ©aih rovenno 
village with iiieinl»ership not to exceed 100 and in land mortgage hunks 
which must estahlisluHl, at csmveiiteni ccuitrcs, with provisions in their 
hydaws for catering without deUiy to the full loan ref|uirements of momliers, 
sfiort, intermediary and long term. The restrietionH in the existing hy-Iawa 
<if rural scKfieties fixing the inaxiiiuim InuTOwing power of iiidivi- 

dnal ami of Mx-iety at an arhitrary figure in terms of so many rn}>ees must 

1*0 roiiMJViMl, as tht\v stam! in the way of many a solvent ryot joining a c<>- 
<»|H'rative siMocty. 'Fhc only restriction that <‘an imposiMl as condition 

l»r<*f*mient to grant of loans U» an individual or a wwiety must he his or ita 

(opacity to rep.ay the hijin taken within the ]>eriod that may he 8ti|>ulated. 
In the case of loans to in(livi<luals, the amount to ho grantfHl will vary with 
the r«H|inren»eiiis of each individual and it cannot lie spe<*ified hy any fixed 
figure, wdiicli cannot Ik^ altered without invoking the aanciion of the 
legist rar every linu* an increase of it may Im' found iUM^>ssarv. In the cane 
of a society, the ninxitnuni Ixirrowing pow'or may lie limited to oucM>iglitli 
of the Infnl net assets of the inernliers ns ascertained fmm the eorre<*i 
pi'iiperty statements to he compiled from the statement of asMds and liahi- 
iifii^s reijuircHl to l>o furnished hy each momlier annually to the society. 
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Wrltt«n eTiSenee of M.B.Br K. BKOnVABAK, B.A^ 
Salem Dtetriet Bank, 


1.^ AgrieuUurtd ertdti and etsdH faeilihu far ntnmU imdusirUi. 


1. A grioalturnl credit le obtained by ryote Iron: the following itatod according to 
importanoe : — • 


Both 

Fro-note and 
mortgage. 

1 to 3 years 
and 

oooasionalJy 
10 years.* 

Fro*note. 

10 months 
and 

2 to 3 years. 

Mortgage. 

6 years 
and 

1 year. 


(1) From private well-to-do Tillage ryot*— for (I) and 

(*) needs — capital improTent^ ^10 per cent attd 
•{^ial needs at 12 ^r cent interest (50 per oerit 
of total needs). 

(2) From profeesional lenders, i.e., Yiilage bankers 

on kandn system and Chetti bankers from 15 
to 25 per oent interest. Kandu works oat to 
25 per cent interest (80 per cent of total needs). 

(3) From raral co-operative credit societies — mostly 

for improvements and occasionaly for expense 
during cultivation. As yet co-operative maobi- 
nery does not lend itself to prompt borrowing- 
Rate of interest is however the lowest, i.e., 9j 
per oent (20 per oent of total needs). 


Qovernment also are giving takavi loans; it may supply about 2 per oent of total 
needs for improvement But it is unpopular because borrower has often to spend 10 per 
oent of Sum required in order to get a loan sanctioned. 


SaUm dhtriet {Ratkpur-'^amakkal taluk oafy). — Rs. if* lakhs a year of which Rs. 30 
lakhs is required for short-term needs can be safely lent. About Ita. 15 lakhs may he 
required for agriouliure, another Rs. 20 lakhs on pledge of produce, etc., for trade 
purposes and yearly Hs. 10 lakhs for land improvement, etc. But Salem district being 
rain- fed, the actual amount required wiU vary according to the seasons. 

There is no co-ordination between any of the financing agencies. Not even 
Government and oo-operative societies oo-operate to consult before giving a loan for land 
improvement. It is unhealthy the peasant looks upon takavi and co-operative loans as 
tempting methods of loaning. 

Atiempte are being made by co-operative societies in the riverside, to soientifioally 
estimate ngriouliural needs and finance them on lines laid down by Diwan Jfohadur 
R. RamaolSmdra Rao. But as yet the system if only begun. Finanoing by forecast 
roughly following th e Registrarii circular will do for ehort-term needs. For long-term 
requirements, for land improvement, etc., special mortgage hanks should be eetabliwed. 

2. Licensed warehouses where ryots can deposit their goods as pledge or as lodgment 
under Government supervision will be a distinct benefit. It will save several ryots 
from resorting to Chetti btiuks, etc., who charge at usurious rates of interest. But 
these warehouse sought also to help the ryots in getting good markets for their wares. 

If Government can not open such warebousee themselves they can build warehouses 
at the instanoe of aMOoiations that are willing to run them and let them to these for rent. 


3. In Salem district (Rksipur-Namakkal taluk) prioe of land does not depend on the 
crop but on availability of water, almost all lands Ming rich in soil contents. 

Dry lands sell from Rs. 100 to Rs. 300. - 

Well irrigated from Rs. 200 to Ks, 400 cost of well. 

Irrigated from Rs. 1,500 taRs. 4,000 aooording as they are fit for paddy, oane or 
Also for *^1013 and plantains. 


Differenoe in sale prioe between a, I and e forms is not much, (*) sales being only 
in bad prices are naturally low. But suoh sales oeour in few years. 

(I) Bales being generally those of people of bad credit f etoh say 10 per oent lower 
than market value. 


(fi) Private negotiation fetches economic price (i.e., 10 years' arerage rental). 
Bnt in good years well-to-do ryots are willing to porokaee lands even at a pxemium 
51, say, 10 per cent. 

4. There is no legal impediment to mortgaging. But in regard to agrioultoral 
holding fragmentation is going on. The old rule that enbdivlsions should be sold 
only to some old pattsdars and to outsiders only it Ihees doeline chonld be re-e^bliahed. 
In fresh sarveye, survey numbefs ohoald inoiade aeonomio holding plots only and 
grouping id holdings should be enlarged before surrey by Government agreeing to i^bei 
sueb tiansm free m the sub-registry oBoe8< 
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tiad moit^age be eAUatod to e or Ut\k 

wbieh mill lead eitlier ffom dep<M^ reoei^ from oUfer borr«wirpn^fe5><^^orei--' 

^posits 6 per eeai. 't ^ 

, ftade from eeoirel ineti<iitiioa§ I I«endu)g re^ 7| per oeui. 

> ft per eeat. f 

Bebentore bonde 6 per cent. J 

It ie enough if debenture bonds ture gusxenteed iutereet . But «mh boude oanht to be 
redaemeble at par at will , aay after 80 years* Bat ther can meanwhile be rtooTerea In open 
uiirkeU by the operation of sinking funds maintainedbj^ the central I t ud mortgage bank. 
Booh debentures may be aleo declared ai approved securities. 

The question of security and recovery is as diAoult as it ie important. Improvement 
in the record of rights should be MUggested by experts in the line. But in regaid to 
foreclosure, each instalment due ought to convert iiMlf HUtomatically by law into a decree 
(after three months’ default) and should be executed by revenue sale. Che bidder at the 
sale will get the land subject to the encumbrance but will be entitled to the ai\«explrad 
terms of £e original loan. 

5. Ye). In balem dlstnot as verified from the propoeals (below) of oo*operative 
ttocieiiee debts in relition to total assets are : — 


Pooa. 

Dry area. 30 per cent mostly 
houses and movables ; 
debts are unproductive. 


Wet are»4. 


Miodls ci.aii. 

30 to ftO par cent but 
nearly naif of this 
is productive and 
floating. 


Do. 

served ftO per cent 
un-served ftOper cent 


Rich. 

20 tu ftO per oeat 
except when for land 
improvement is un- 
productive. 

10 to 30 per cent 
Do. 

served 70 per oent 
un-served 80 per cent 

But if there be a 


10 per cent 

un-served ftO per oent 
served 20 per oent 

In dry aieas in normal years middle classes are much bappior. 
iSeries of bad years, however, they are involved in debts. 

The Co-operative Society property stubMuent well prepared is 
of OHoh ryot’s economic status 

In ft few villages emjuiry into Uistoiy uf debts was made and proved to Ihj thus 

Pooa. 


representative index 


Creditoia 

Randu banks SO at 10 per oent. 


Co-operative 

Btnks. 


20 at 9 per oent 


r Death and marriage 40 

iHoase building, uto, . . , . 30 

wasteful habits oi indiiorimi- 20 
nately. 

Floating for upkeep, etc. . . 10 


100 


MlPOtK C'&aM. 


Chet Us 30 per oent interest Deetb and mAiriagr ,.80 

8 to 24 per oent. 

Co-operative Mr cent interest Housebuilding .. .. ..20 

Banks. ^ per cent 

Well-to-do 1 ^ r 10 per eent Sure^ , , 20 

villagere. j [ 12 per oent Bueinees . . . . 80 


100 

WlLL-TO-no 


ChettU 20 percent Ift to 18 per cent. Death and uiarriage . . 24t 
Villagete 10 ,, 12 per oent , . litigatian . . . . 2t) 

Hckiee building . . lo 

Big landlords "0 per oent 10 per oent. Business . . fto 


In eeoh of these oases iiitereet is payable at least yearly ; falling, compound interest is 
charged. 

Xes. £ven good farmeri here to become tenants in rain---led traete to ereditors and 
lands are sold to them in ee«e a son saesesde to a father*# eetate with a debt and 
serious had seaeens follow. Kven four years will do to ruin a ryot. 

6. Only dairy farming of a orude and primitive type is prsvailing and a bit of 

fthtif-mmi* 

96 
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Tm, )md diiiryinji only organised. Co*0|MraiiT« 

iioo«eredlt e^etiie oontroUed by profeseional nmm of eoneiitiient eoeleties and direoted 
by an expert profeealonal ofioer in eaeb distriet area wOl work well. ^ 

7. The diMonltiee in dnanoing lonx-ierm needs are nil in that Um are B<^«ealt^ long 
bot only intermediate. Financing of Aort*term loans has been alrea^ dealt Jrltb in reply 
to Question 1 . ' 

Jn Salem alone leirm^ long term needs oat of aeooant to ftfianoe short and inter- 
mediate needs exolodtng the indostrislUt n^s Es. (»0 lakhs is needed. If long term and 
indostrial needs are also taken into account it will easily eaoeed a erore. 

Yes, from recognising debentures as iriistee seoarities, it will be well if Co- 
operative Central Banks are pennitted by law to draw bearer cheques on themselves or 
l.O.Us. and ia«u** it to Bociclies and if snob instraments are msde a^eptaWe in paying 
for kiBt only. 

//. Banking. 


1. The banker proper lends onty for short-term credit and laielyfor interinediute 
purposes not exceeding three years. 

! 1) They lend on surety kanda and 

2) On pledge of goods and jewels, groundnut, cake, oil and paddy. 

(S) On mor^ages (especially for securing floating debts). 

2. Nearly 30 per oent of inland trade and (iO per oent of agricultural needs are 
flnauood by these village and Ghotti banks. In Xamakkal and l&sipur alone Chettis 
deal over 1# lakhs in S^T, only. 

3. (<f) Whereas co-operative societies all told lend only inside of lo Inkhs, Chetti 
banks lend at Sfl per cent but oollect. 


(4) Fifteen to 18 per oent and if it goes to court osuallv get decree at 24 per cent. 
They are more vigorous at oolieoiion than oo-op^raiive banks and get biok 50 per oent 
uf demand in time and at any rate 90 per oent of interest due. But in oases of defaulters 
they have to spend perhaps thrice as heavily as any oo-operative sooietv for oolleotion. 

Chetti banxB realising as they do Rs. 180 per thousand even a small hank of Rs. 50.000 
transaotion gets Rs. 9,000 per annum and often spend in establishment thus : — 


(a) Manager 
(4) Clerk 
(<f) Peon 

(a) Offioe, etc. . . 
If) Contingencies 


as. 

30 — 40 grade. 
15-20 „ 
7-12 .. 
5-^10 
10-20 


rotal . . 67—102 


i.e., 

still 


i to 1,224 per annum thus even if deposits are charged 9 per oent, the proprietor has 

1 i » xi fl.27fl at a maximum 

surplus left of Re, JL-^ * — , 

1.776 minimum 


Whereaa a co-operative societ;;^ of similar transaotionu could earn only about 700 over 
rates paid for deposit and supervision leaving only a slender margin to pay the establishment 
fof — psr oent on Ks. 60,000. Of this } doeeii half proiite having to be carried 

to reserve fund, establishment has to be paid out of general assets even. 


Tbei'e are yet no joint slook banks in Salem district lending to ryots in villages 
Chetti banks do not borrow from the Imperial Bank, but from other Chettis, if at all 
from Madras. None of these have any ooanection with oo-operative banks. •> 

4. Hundis are in fair use in urban areas like Namakkal and Salem. They issue Hundis 
at sight (Demand drafts) to merchants even free of charge for the consideration of a big 
cash doing transit. No receipts or pro-notes are given for deposits received ; nor are even 
deposits freely received in lending areas. 

5. Loans are lent for handu repayable in 10 months at Re. I u month for K«. 9 lent 
once. In some oases even Rs. 1-4-0 to Rs. 1-8-0 is deducted. 

Thavanai at 16 to 18 per oent. Interest is taken for the stipulated months in advance. 
If loan is repayable in 3 months Hs. i-8-0 will be taken off a centum. Bat if interest is 
paid monthly penalty is waived generally. 

^ Village uun-Chetti banks howerer receive deposits from looal villages also, more in a 
spirit of ^ligation than to profit on rsoeiving. They are generally oontent to lend their own. 

6. Interest in kind it going into disuse. But where it obtain# it works out 26 to 
40 per oent. But if prices fall next year the real money rate of interest earned generally 
diminishes* 


7. No. The prejudice is against all orediton xenerally. Nevertheless bankers com* 
maud mooh respeot and bank agents are obeyed in all intereete. They have sufik&ent 
proteotien at few. They want no in case Chetti banks slso etisr to 
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at oo^peratiTt rataa, there h do reason why the priTilegee of the Aet should not he 
gt'ftn to them lor tegistraiioti and deeree. ludeim if the oiler ie made man^ are lilcelY to 
aooept it, nine end » haU per cent beii« indeed rery decent if ooniidered us a net eamuig. 
They will a^ree to pohlieity to srait of these edvaiitagee if the rerenoe te also eaempt 
from ineome»|aK> 

S. Out 01 the dgnreit giren in I (3) (S) for n haiih of Us. ^0,000 only 3 per oent prorr 
hud debts in three years. The bad deld aooauiulstee arithmetically only in three yesis 
whereas interest grows at compoand raU. A hank with a capital of Ka. 80,000 eartui each 
year nett, not lesa than Ra. 2,760 after allowing ul 0 per eet\t, i.e., at neaily from U to 18 
per oent on their capital on an arerage. 

9. Indigeitoas banks lend even more boldly than <H>-operative hauks^ i bui not all of 
<hem do so. Certainly in many villagea onpital is availtible, but ndt at 0 to 1 2 per oent for 
all. Uor oottld the entire capita) be tapped ut 12 per oent by individual eameis. 

10. The present Chetti bank systeoi of oredii thioagh broker banks at Madras 
works alright The Bank at Madras acts as dclcredere to the mufsssal bank. If district 
btanohes of central banka are opened, the Madras broker will be certainly eliminate ; 
bat care should be taken to transfer this lowered cost of credit to nltimate borrowers. Will 
indiridual banks agree to it easily, I wonder. 

Branch banks oaght not to lend to parties outside of town individually eaoept to 
bankers. But they can discount produce and bills, bundies and pro*notes of all solvent 
people. 

No capital is generally idle with indigenous bankers except in years of bad crop, 
in which oaise they lower rales and lend freely. Ko bank money flows to provincial 
towns ; but only of the non -hanking middle classes. 


III. ihfiif and aitr (fatten oj capital. 

1, Deposits to private banks are not much i people seldom trubt these banks, except 
at the banker’s personal wish, i.e., business commands no ertdit.'* 


The Savings Bank and the cash oertifioate are the only two ways of Saving 
Co-operative banks in towns freely encourage thrift and deposit, but oniy^for the rich, 

2. Not certainly in the village. Postal cash certificates are known, but not yet fully 
popular. Jt m;iy be raised to 6 per cent or at least declared free from debt or attachment 
ap to Bs. 600. This will induce the pooiest to deposit in pueta) cash oertifloates. 


3. Villagers aiu not likely to go in for societies for^pitalizition when there are vil- 
lage rural societies that can do it through iheir district central banks. 

Keserve fund of oo-operative societies can be invested in approved b(;ouritieH (up to 
h per oent) if a society «o pleases- - 


Glass. 

Brahman 

Noii-Brahman middle 
classes. 

Merchants 

Poor . , • . . • . 


poor 


Mode of investment. 
Deposits in Bavings Bunk, 
in lands, on pro-notea. 
Mortgsige or pro-notes ; 
invest on leKsing lands. 

Piomotiiig a business 

Lend on jewels or hoard .is 
gold or jewels. 

Hands . . • . 


Mode of expenditure. 

Bpeiids on jewel, marriage or in- 
vests on land or house. 

Utilise as capital for agriculture or 
trade and privately in vest on 
land. 

With profits take to banking or 
industry. 

Waste in liquor or drink ; oeoasion- 
ally build housee ; lease out hinds 
and ultimat/Cly enrich. 

Puichases in the cattle mid be- 
oOLuee H massing fanner. 


Farmers lend lo fellow ryots ut 10 to 12 per oent or on land at over 6 to Id per cent. 


4. Chequa-habit is not yet univei-sai but is gradually spreatliiig— Abolition of stamp 
duty on ohequas is aright measure — Co-operutive b.unks are not keeping current aooounf 
as freely as they can. The reason is ilJitcrary. 

6. People nndeistiind banking and investment. But land is unprofitable, indusiry 
closed and lending too teohniouT and risky. Meiioe the luck of aevelopmeni. The 
remedy is aniveisaf education. 

National insurance is a sure form of pioviding compulsory universal thrift. Buch 
capital ean be used for long-term agrieultural loans and ventures. 

Fiopagaiida for lending eapital for debenture is not bad, but unneoessary. 

Opening of the Imperial Bank’s District branches. The effect has been good but 
could have been better if it had consistent^ taken pains to come down and help indigenous 
baalEera ami people diligently, if the Imperial Ikink is tO|bd a banket’s bank more 
branehes are not needed, but i nly one in each (listricl headquarter and major muniolpa) 
town and no more. ,, 
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Written evidence of B. H. X. BOWBR, Beg., B.A., TJ t. 1 ). (Xiond.), 
149.0., M.I».A., Registrar of Joint Stock Companies, Kadras. 

I Agrinilfitral nedit and credit facilities for $>naU industries. 

1. Of the 770 registered joint-stock companies working on the Slat March 
J021^ in the Madras l*re.sideiicy there are very few concerns which have for 
their h|>i*f-ial ohjoei ttie rendering of help to the agriculturist in obtaining 
Hnimee for e.vj>enHe.M eotmecte<l with cultivation, permanent improvements to 
hind, or lor other spefrial ncHnls. The nufnl>er of companies w'hicU afford 
faciliticjs lor ttje advancement of small industries is likewise not appreciahle. 

• A list of these eoneerns is * annexed. 

With the growtli ol co-operative concerns wliich provide 8pe<*ifically for 
th(' iiet^s of the agriculturists it is unlikely that there will be any impetus 
in the formation of joint-stock eon<^orns started with the same object in view. 

2. The only remarkable feature in the working of hanking and loan 
companies in this Presidency is the existence of ‘‘Nidhis’’, a class of con- 
f‘erns peculiar to this Presidency. The “ Nidhis ” are but a class of hanking 
and Juan comsu’u.s, tlie features pc^euliar to them being that they allow the 
return or witliclrawal of iiieir share capital unlike joint-st^H-k coiujerns. 
Their object also is to tuiable person.s to' secure loans at favourable rates 
of iutorest on tlu» security ol immovable property, jewels. Government 
jiroinissory-uotes, deposits made and st4X'k-in-tradc. Of the 324 banking 
and loan concei ns working on the 31st March 1921), 258 ar<‘ “nidhis’' and 
ol these 120 or neaily oi) |H*r cent are in the Coimbatore district. The 
nidhis in the Coimbatore district are scattered throughout the villages in 
the distri<‘t and they have aiijiarently been of great assistauw to the ryots. 

01 late the nidhis in the Coimbatore and Salem districts have begun to 
conduct what is called “ FJa Chit Business “ and they carry on different 
kinds ol chit transactions and it is this chit business that appears to lie 
tlie mo.st inviting and popular branch of work. To quote a specific instance, 
the growtli of chH business of a certain tnunpany is exhibited in the following 
Btaioment : — 

Fhit D^o&its on lOth June 1926 ,, .. 32,357 

Do, 10th June 1927 61,94fi 

Do. 30th June 1928 92,375 

Do. 30th June 1929 1,30,718 

and the directors in their report .state that the chit business gives them a 

major portion of their profit.s and that mast of the constituents find in it a 
very convenient coinl)iiiation of a savings deposit areonnt and of loan 
account that gets discharged ant«iinatically at the end ol a preserilied iK‘riotl. 
in the .same company the directors .state that next to chit transactions comes 
the gold loan account and they (?omineiit as follows in respect of this: — 

“ The fact that we are is,suing loans of sums less than Its. 200 and for 
period.s of Jess than three months is an advantage that is not available at 
the Imperial Bank. Our gold loans are consequently vei*>' popular.’’ 

11 . — Interest. 

The interest charged on loan.s by nidhis in the ^ludrus Presidency varies 
from 6i to 12 jier <‘ent and the interest alloweil on deposits varies from 
4^ to 7J per cent, 

III. — Competitkm between joint-stock hanks and co-operative banks. 

There is competition lietween joint-stock lianks and co-operative banka 
and it would api^ar that joint-stoc^ companies are more popular sinoe ^lero 
are lietter facilities in obtaiiiinijr Uaxns from a nidhi than from a co-operative 
ixmeerii, the lietter facilities lieing in the matter of time iiivulvcn! in obtain- 
ing loans, the i-epayment of loans in easy instalments, the long duration 
(Sevan years) allowed for the repayment of the loan, tlie liberal valaation of 


* Snb-nnnexnro 1 



tin® property* mortjgaged and the directors and othec Cohatituents oi a joint 
aiock concern having their own way of running the buaineaa without intar- 
ference .or instruction from any oiiisido l>ody lik© tlio Government or the 
Registrar* 

HeK-AWBxuai 1. 


District. 


Name of Compiaiy. 


• 1. Madras 

2 Do. 

3 Po. 
i . Kistna 

6. South Kauarti 

6. Tellicherry . . 

7. Do 

8. Tiiinevelly . . 

V*, Wcat OodHTari 

10. Do. 

y.B . — How tar thesro 
however, known. 


Aihlndia Crop Insurance and 0«n«ra\ Devcloi^anti, 
Limited. 

Afmoultiire and Live-Stook Improvement Bank, 
Limited. 

Indostria] and A^rioultural Bank, Limited. 
KaUvapudi Agricultural Ituproveroeni Company, 
limited. 

Canam Industrial and Banking Syndioate, Limited. ^ 
V. O. Industrial and Banking Oompanv, Limiled. "" 
.. Kokallur Agrioeitural Sooiety, Liuiited. 

. . Sri Gomathi Ytlaa Yivasaya Companv, Limited 
.. Circars Agrioulturul Developmenta I'orporntion, 
Lixiuted. 

.. Narsapnr Agricultural Company, Ijimitel. 

(•ompanios actually help the agrieultnrihti is not, 


01 the al>ove (^oin^nies No. 1 is typieul. It wa.s registered only recently 
Ai)ril 10210. <h(^ eoinpuny projMise.s to is.sue wdiat are called croj»^ 

insnranw policies or C.I.P’.s to all cultivators or owners of land hy no(^ 
only guaranteeing eoinjwn.sation of not less than double the rate of premium 
l>aid in a yoar whiui <‘rops fail«‘d by any enuse \vhatsfM*v<*r, but al^o tlie 
jiayinent of a quinquennial l>onus, whenever declared liv the company Uy- 
gother with the privilege of l>eing entitlecl to a timely loan from the eom- 
pany to resuscitaU* their farm or enlarge their real estate to an extent ot 
not more than Rs. 25,000 to each individual at a normal rate of interest 
of six per cent per annum and of nine |)er cent, wlien buildings have to 
Ihj erectoti or improved. The company further proposes to help the agrietil- 
turist and the (M.P. holders in the matter of the general devolopnumt of 
the laud liy tlie in tr<Kluction of the new .scientific inetluxis of agriciiitural 
operatioirs such as the increase of water-.supply from wells by suburtesian 
liores. the supply of improved tillage iinpleuieuts and machinery, the c(»ii- 
servation of soil-inoisture, the prevention and cure of crop jK»sts and diseases 
and the study and scientific application of the moisture n^cjuiremenis of 
crops, et<*. • m 
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Written eiridence of T. K. SBUnVASA ATYAH Arargal, 

B.A*, Aeeietent Regietrar of Joint Stock Comjpaniee* Madura. 


I .—AyricMural credit and credit fucilifien for sniall indnairies, • 

1. (a) Expemen of cullivaiion. — ^The hiualJer put gciiorally goes to the 
village «owcar (a rich r>'<)t generally nMsntnes this roll) and raises loans at 
rates of intercut of genurullj^ JH per eeiit |k*i- uniiurii ; even if raU*s ol 
iiitoresi Ik? suialicr in (.*o-operativ« H<Kii*ties, the ryots generally avoid the 
hordeties u.s they find it iinpossihle to keep t<» dates of rtipaynient. 

t (h) Finunee for capital and perinaneut improvements : The smaller 

^ ryot never does any permanent iiuproveinent to his hoMiiig hut is content 
til get on uith us little exjKJiise as possible and is satisfied with the yields 
that the lands give without s|>ecial improvement. 

{c) Fur special mnjds also the ryot goes generally to the village sowcar 
and .soinciinn?s to Chetti hankers in towns and in the latter case hi^ rate 
of interest aUnit 21 per cent per annum is generally paid. The difficulty 
in dealing with the small ryot is that he is averse to keeping to fixed dates 
of payment or rather ho is iniahio to keep t-o those dates and any provision 
for penal ratw in default ol payiiieiit on the duo dafes makes him suspicious 
and he do<*s not- realize that even with the* penal rates it is profitable to 
. borrow trom co-o[H?raf ivi? societies than from the local sowcars. I have 
known cast's in which after getting loans from co-operative societies and 
making default of payment of ont? or two instalments, ryots have taken 
loans at much higher rates of interest from local sowcars for clearing the 
loan taken from the society. 

2. (o) Miirlcetntij of rropn.- An tlie case of the small ryot wliaiover crops 
ean Ik? solil after reserving the quantities rwiuired for consumption in the 
yeai’ is sold on tlw? field itself immediaU'ly after tlie harvest to merchants 
who go with eash for the purpase and buy at very favourable rates. In some 
eases the (uops are sold to neighbouring r^ots even before harvesting and 
II in only the ricli holder that reservtvs Mie < rops until a t‘a\ oiirable market 
W secured. 

The system of issuing hundis is very rare in the rural parts. 

4. iMorff/aijinff of hindu, — There are no legal iiuiiediinents to mortgages 
^bf land and of agricultural holdings. 

^ A land mort/jage hunk is a rarity here; and one that was started a few 
years ago in Kistna district is understood to be *still in an infant stage. 
The loss of capital invested in joint-sttHjk companies which has unfortu- 
nately lieeii the experience of several Indian capitalists makes people 
generally averse to invest capital in any new venture and the want of 
capital in its turn spoils such ventures. 

6. $^ab$idinr!f iiidnstrics . — For a small ryot there is pnictically work in 
the fields all the year round ; in seasons of iioii-oultivatiou he has to attend 
to tJie levelling of the land and minor improvements which he can effect by 
his personal labour without extra cost. I think that it is not possible to 
make him attend systematically or to any appreciable extent to any subsi- 
diary industry. 


// . — Ind igeno an han k in g . 

This is very rarely found in villages, the village soAvear limiting his 
transactions to merely lending money tor one agricultural season and gene- 
rally^ realizing the same at the time of the harv^est. 

In iowiiH these bankers are generally lending money for sheud^terms on 
high rates of interest hut except in a few cases they are not serving to 
finance trade, etc. These bankers however hnd full use for the capital 
invested by them which is generally not much, and no capital is lying idle 
with them. 



Itl. — lartatmfht hahif and afiruvUun of CitpiioL 

1. Tlie habits of investments are rare and even in cases where they exist 

the diifienlties of realiKation when the money needed and the trouble 
that has to be taken in roaliaation mititato against the popularity of iuTast* 
ments. The mass of the people have yet te understand the fluctuations in 
the value of se<*nrities and any large fall in value euliaru'cs their fear against 
investments. j 

People are no douht l>egiuuing to give up the print ite of hoarding or 
investing lai^ sums in silver and gold hut ex«'i>i>t to the more literate of 
the population sound investment is still n problem. 

2. The muss of tlu* public have not yet taken to iiiWNtmeiit in the pi>st 
ofhee savings bank or in post otlico casli tt»rtificates as the interest in the 
former ca^ is only a nominal one and as in the ease of the latter the 
proper safe custody of the certificates for a imriod of five years is a problem 
to several villagers a’host\ houses are oikui to uttacks by whiU* autsS and fin* 
and who generally find difficulty in pi'oserving pa|K>r of any kind inclusive 
of currency notes, 

3. The system of investing money in Govt*niment paper is gciierally not 
known even in towns except to a few |>eople and 1 have noticHnl that even 
postmasters through whom such paper can Iw* got are in .s4»v**ral east's 
Ignorant of the rules. 

Surplus moneif in a prosperous yvm\ — Tin* ryots gen»*rally fritter away 
.surplus money, if any, that they get in a prosperous year and generally 
several items of expenditure are postponetl from yc'ur fo yt'ur against tlm 
m'curronee of such a surplus. 

5. 'Sere branches of the Imjferial /fouA. 'fhe opening of n»‘\v briun‘ln*s 
has no doubt tended to increase facilities in trade but has at the same 
time 1‘esulted in the exposure of the financial hollowness of s<*venii merchniif s 
who were until they began to havtt dealings with lmpc*rial Unnk. suppostMi 
to be financially sound. The net result is that the services of the bank ar# 
not being fully utilized by the Indian merchants. 



804 


Written evidence of G. T. CHMRlYAJEf Avarf^ai, 

Aeeietant Begistrar of Joint Stock Companiec, Calicut. 


/. — Agricultural crciHt and credit facilities for snvaU h^iustries. 

L Joint-Jitofk hanks in Malabar kmd money on the pledge of ^wels and 
other sc^ourities. Money is not generally borrowed for agricultural purposes 
and banks are mostly resorted to for the purpose of borrowing money for 
trade purposes. For agricultural purpewos and for land improTernents money 
is generally Imrroa'iMl under the Agriculturists Loans Act and the Land 
rinprovement l^ans Ac‘t, wlici-eby the public get loans at a cheaper rate 
of interest. Co-operative so<*teties also contribute largely in helping agri- 
(‘iilturists to get a loan at a cheaper rate of interest. As the banks demand 
a higher rate of interest people take a loan from these banks only as a last 
resource, when they cannot get a loan either fmm Government or from 
co-operative societies. 

7. There is no competition in this district l>etween the c*o-operative and 
joint-stock banks. Uegistered co-operative soc*icties are allowed the con- 
cession in search fees and registration fees when any encumbrance certificate 
is required for the puri>ose of raising a loan or when any document is 
registered for the same puniosc*. These societies no doubt contribute a good 
deal to help the agriculturist to raise loans without much inconvenience and 
hardship. Co-oi>erative societies for agriculturists alone will be desirable. 

It aj>poars to be highly net*i»ssai*>' that the indigenous banks are ma^i‘ 
to associate directly with the Imperial Bank as such a course would develop 
a quicker and more economic w^orking of the former banks. At present 
hundi merchants and private banks demand an exorbitant interest and 
people generally dread to go to these people when they want to raise a loan. 
Debt is iucurreil mostly lor the purchase of seeds and manure and of cattle 
for ploughing. 
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Wrtttm vwiOMm 6f MJLBy. K. RAKAXJSrGAK PILLAI 
B.At» Inspector of Begietratlcn ofClcee, Xadraau 


I,'^Agricxtltural credit and credit /acititirs for small industries. 

1. (a) Major portion of the earpenses dxiring cultivation is paid in kind 
(corn) which the ryots generally stock during harvest season. For minor 
expenses sach as inains to coolies and for the purchase of bulls, they gencK 
rally sell a portion of the stock for meeting such expenses. For major 
expenses for purchase of groundnut cakes, cotton seeds, they generally get 
the required stock from merchants on credit and discharge tho debt durmg 
harvest season. 

(b) For capital and permanent improvements . — Ryots who can command 
credit obtain money from fellow r>^ots who have got money dealings nt 
about 9 per cent per annum. Persons who cannot command credit borrow 
money on the pledge of jewels. Persons who cannot ydedge jewels resort 
as a first recourse to bankers who are genorallv Nattukottur Chottis and 
borrow money on additional personal security, tlic rate of interest ranging 
from 18 to 24 per cent per annum. These ‘ bankers generally do not lend 
money on mortgage deeds considering the if>dio\is process involved in the 
realiaation of the money if they have to msort to courts. 

(c) The first instalment of land revenue generally falls in the month 
of Januai-y when no crops are generally harvested. Tho ryots generally 
borrow money from paddy merchants promising to sell the paddy at a less 
rate than the market rate. If they resort to banks the rate of interest will 
then be unusually high ranging at times from 24 to .*16 per cent. Tho 
lowest rate of interest charged in tho district of Tanjore is from 0 to lOJ 
I>er cent. 

2. The ryots wlio can pay the revenue from other sources stock the grains 
during harvest season v ith the object of selling them in the months of 
July or August when the price of grains is generally at a higlj rate. 
Others sell the grains immediately on harvest and pay the kisi and disilinrge 
the debts incurred by them for the cultivation of lands. 

3. The value of land per acre in the Tanjore district for double croj> 
wet lands ranges from lls. 1,500 to Rs. 2,000 per acre, for single crop wet 
lands from Rs. 500 to Rs. 1,000 per acre and dry lands which are fit for^ 
plantain cultivation are generally valued at Rs. 1,0(K) ])er acre. Other 
dry lands sell between Rs. 300 and Rs. 500 per acre. The iactors afffx ting 
such value, are existence of large number of capital isU who me inclined 
to purchase lands, (2) proximity to towns so that the articles raised may 
be easil 5 ^ disposed of, (3) irrigation facilities and (4) facilities of laliourms. 
The value of land purchased by private negotiations fekhes ilie liighest 
priie. The vahie of the land sold hv a court d(*croo does not fetch the 
highest rate for want of clue publicity as lands are generally sold in the 
court’s compound. 

The land sold by the Revenue Department for default of payment of 
kist brings the highest rate as tinder law it is free from previous 
encumbrances. 

6. Ninety-five per cent of the ryots are debtors which can be made out 
from the registration records. The major portion of the debt incuiTod by 
them is due to the failure of monsoons and to tho expenses incurred on 
acconitt of marriage and other social functions and to the education of 
childreti. A major portion of the debts incurred by them are from profes- 
sional money-lenders. Rate of interest charged •by those persons mil vary 
from 18 to 24 per cent. The ryots have no other go than to dispose of 
iahds for the discharge of the old debts. 

The land does not pass from creditors to money-lenders as the land do^ 
not fetdi more than 4 or 6 per cent for the inrestmenti 

67 



506 


///. — Ju reHtnieut luthit and aHmriiou of caplial, 

1. Imperial JiankM — Indian Bank — National Bank — Private hanks of 
Nnttukkattai Ohetth and maneu-lendern . — There are ample faeiHtie« for 
inrestment of money in the banks. Peojtle do not generally inreet the 
money in the bank^. 

2. Postal cash ceHificates ai'e not popular on aceotint of the low rate of 
interest. Only officials and vakils make use of this system. This can be 
encouraged if the rate of interest is increased. Ryote who can save money 
think of no other kind of investment than purchasing the lands, as they 
r-onsider it a reliable and permanent investment though the outturn is from 
a to 0 per cent, 

3. Fanners generally lend money to fellow agriculturists and the rate of 
interest ranges from 9 to 12 per cent. The surjilus of the prosperous year 
is generally invested in the improvement of lands and houses, 
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Written evidenee of P. R. de REBKLLO, Bsq., B.A-. Assistant 
Registrar of Joint Stook Companies, Coimbatore. 


/. — .1 f/f ff rrf'tiit atui rreihf farilif irs fut HuatU tnduatrM* 

No doubt the Joint«8t(K‘k hankn play u Kreiit part in tlu> inattor of 
granting* loans and prov iding capital to agriculturists and traderH, Loans 
are granted and money ndvanc-ed by joint-stock bunks easily and without 

much delay than by Governniont or other kinds of banks. The rate of 

interest charged liy a joint-stmk bank is gt*iu*rally 12 per cent per annum 
on mortgage Joans and the periotl sih^ivis to range from three to five yeai*s. 
The joini^stfx'k banks are doing a gooil deal of business in jovvel loan, the 
rate of intei'est for which is only 7k per cent per annum. If only the 
joint-stock bauKs are i)roperly managed by ediuuted and qiialifie<l men, I 
think, they will Ih^ really um'I'uI institutions to promote agriciilturo and 

industry' of the country. Also, tho Government should have a kind of 

control over these institutions, i.e., to sch^ if the business of the bank is 
(conducted in accordance with its articles of association. This seems news- 
sary, as I see now many joint-stock haiik.'^ go irjto I i(| inflation or bectnnc 
defunct owing to either niisimiiiageiuent or infringement of their articles of 
association. Tliis will also })revent fraiul if there is any ehanco lor it. 
Wlieu a joint-stock hank is about to be formed in a particular locality, the 
Government must be satisfied that there is really u need for it. 



IXTritten evidence of M.B.Ry. 8. 8. irAMA8IVAYA MUBAUTAB 
Avargai, President, the Timohendnr Co-operative Supervising 
Union Limited, Tiruchendur. 


1. — Agricultural credit and credit facilities for small industries, 

1. The agriculturintb in this district as in many other iilaws, i>eing 
mostly uneducated and poor, do not make much distinction between their 
one need and another. Tliey do not different iate nor do they earmark the 
amount boi*rowed for, (a), (t) and (r) of this question. Evoi-j^ one of these 
three needs has to he attended to as they arise and in the general opinion 
of the agriculturists, the village mahajan is the only readiest source of 
help to whicli they could apply. The exorbitant rate^of interest charged 
by the nuihajan which ranges up to 24 i>er cent and the ciuelty with which 
he, like another shylock, cuts all the sources of the agriculturists’ paying 
back the loan is very easily forgotten by the readiness of the mahajan to 
advance the amount when required hy the agriculturist without any pro- 
tracted formalities. The sharpest village mahajan is more ac(*oinniodative 
than any co-operative society, 'riie co-operative soc*ietios form the next 
source of financial helj). 'flii.s is preferreti for its low rate of interest, 
which is never above 10 pei* vvnt and its easy payment by instalments. 
The societies have been advancing long-term, loans extending over a nuinlier 
of years Miiieh enabled the agriculturists to pay back their Joans in small 
suins. Kven at sucli times wlu‘u long-term loans were prevailing, co-operative 
societies did not benefit many of the village agriculturists partly he<»ause 
the villagers were not, owing to their ignorance and conservatism, availing 
themselves of the new opportunities given them. 

Now siuco the system of short-term loans has been introduced, the 
villagers have left the co-operative societies to themselves with their dues 
to it to full overdue, and as a natural consequence, the list of overdue loans 
increased, and along with it, a number of societies that have been w'orking 
well have growui to be dormant. It is indeed strange to expect a hundred- 
rujiee Joan to be returned within 12 months when the amount so bor- 
rowed has been utilized in a betel garden which would begin its yield only 
after a year. When the society and the bank have been so unroasouable to 
demand payment of the loan within such a short time, it is too much to 
expect the village agriculturist whose need for money is so great to repay 
Such a loan, in spite of its being a short-term one, impossible of j[)ayment 
at the due date. 

The Tinnevelly District Co-operative Banking Union, Ltd,, which found 
it necessary once, owing to a number of lakhs remaining idle, to have an 
expansion committee to do some propaganda regarding the facilities it 
aftorded for the villagers to be benefited by its tinaiicial accoinmodatioh, 
found its surplus amount gone in the course of a lew^ months. The advent 
of short-term loans and sudden fit of fear w'itli which the bank was affeq]^ed 
which made the bank put unnecessary restrictions in the passing of loan 
applications has again left a good amount rernaining idle. This is a proof 
positive of the inability of the bank to adjust its supply to the demand, 
i’he utter want of co-operative propaganda in a place where societies have 
been brought into existence without any one of the paiichayatdars knowing 
anything regarding the proper w^orking of it, is another drawback which 
prevents people from being benefited by co-operative financing agents. The 
Government loans are not very much sought for because of the protracted 
formalities one has to undergo in obtaining it, and the rigidity df its 
collection along with the revenue. The help of the Imperial Bank of India 
is ^aought by the merchants ns a class and very few^ agriculturists seek its 
help. Mortgage of property and. siii^ty of x>ersons are the two securities 
given generally and cases where standing crops have stood security of loans 
advanced are very rare. 

At present, as things stand, the agriculturist who applies for help to 
the village sowcar is bound to sufiPer because of the hi^ interest and ox tiiie 
sowcar’s grasping ways. The low interest and easy payment in a co-operatire 
society will be to the interest of the agriculturist, but owing to the di^ay 



60 § 


Sit ttiG diiiburseiitent of loans to such co-oj^ioritiivo socioiios hjr tbe fioanciug 
banks, tho villagors are not able to got the requii^ monetary helj) in 
time and they haTe again to fall into tbo hands of tho mahajau or Stioney- 
lender 4 It is a known fact to one who is in tho held of co-ot^ration that 
xuany momliers in co-operative smiotioji get loans from tho viUttge stiwcar 
to meet their needs for tho x>resont which loan they repay from tho society’s 
disbursement. So, a loan ai>X)lied to a society does not come in time te 
benefit tlie villager. Many a time this has been represenWd to tlie authori- 
ties whose only reply will be about the forecasting of the villagers’ net‘C«wity. 

The average agriculturist is neither able, nor is in the habit of budget- 
ing his expenses or forecasting his nece.sKities and it is rather too imn^ to 
expect of a vijlagor whoso want of education stands in the way of his 
doing so. 

Therefore, long-term loans to meinlHOs and the avoidnncs* of unnei'essary 
delay in the disbut*Hement of loans to sof'ietios by tho financing banks would 
go a great deal to helj> tho villagei*s from the clutches of the nmhajans. 
Much of co-operativo projiaganda is neeited. The village KtK*iety, the sujMjr- 
vising union, the federations and tho hanks do not care tor educating 
people on co-operative princuiles. 

2. There has not ns yet btM'u much of orgnnir.ed economical marketing of 
principal j)roduce. In a few pluo^ co-operativo sales have been arranged 
whicli ijut us beyond doubt that if tins system is iinprovcHl it will Im 
productive of much good and much of present wastage might bo avoided, 
in this part of the Tiimevelly district, Tinichendur taiiiK, tho xjalmyra 
[iroduco could be [uiokMl up and sold at a very tavonriiluo piice. Hut for 
want of such organized sale, the jaggery is sold at v<*ry iiiisieady and low 
X>rioes not adequately lioiiefiting the xn wlucei’s. It is i>ossihle hero to inako 
Xiroducors of juggoiy to bring their prod ms; to a few central <.H)-ox>erative 
godowns where they could stock them and take loans on the x^hnlge of 
such xnoduce lor their current exxieiulitiire and wait for a good price and 
sell them. Tiii.s method has iieeii tried at Arokyajiuram some ton miles 
from Tiruchendur for tho last five years and found vt*ry successful. In a 
Xdaeo like Udangudi, tho jaggery iiroduced within some live miles' radius 
could 1m? very conveniently storwl and dilterent godowns may lie brought 
into l>eing in different iilaces nround and jaggery stored in those plact's. 
The market can be .studied and price fixed without any comjiotition and tlio 
X>ruduce sold. 

4. The land mortgage banks if established in suita)>le X)^act‘s would help 
tho agriculturists to get themselves relieved of their indobtoducss. 

Ill, — Invcsimtnt habit and attraction of capital* 

1, Investments of .savings are made w ith the local nierchunts and baiikora 
and chit institutions. The chits arc one of tho indigenous institutions that 
draw the savings of individuals. In sx^ite of individuals who conduct thesa 
chits failing to pay back tho amount in many cases, peoi)le iiave such a 
•tixmg t^ndonc 3 " m favour of the chit transaction that very often wo find 
irinujiierulile chits are being conducted. The recurring dex>osiis uc'count in 
the co-ox>erutive societies c:ould very well bo ox>ened and the x>wx>Je could 

directed from the chits to this. But it requires one's enthusiasm and 
hard work to make the j)w>xde understand the safety of their dexiosits in 
tho co-operative societies. 

The making of the jewels has been considered by the majority of the 
Indian i>eople as a safe investment and since most of them are illiterate 
and suspicious of the safety of their savings if invested in any of the banks 
or otherwise, they prefer this method of investment. When some of ibesa 
women come into the co-ox>erative society as members and when they know 
the working of the society and get some confidence in it, they are not found 
to be as eager as they were before to invest their savings in the jewels 
again. Bo, it gives room for one to think that if these women who are 
bent on investing tfieir saving^ in jewels were educated to some extent in 
this direction they wouiu be willing to Jet their savings be used in a better 
way* 

2* The postal cash certificates cannot be considered to be popular when 
we know i^at portion of the availabie capital is so invested. A revision 
of the rat© of interest of the cash certificate favourable to tlie investor wonld 
attract more of the capital now invested eviUidei 



5. The Imjiking and invi^tmcnt habit is of very slow gmwth in India 
owing to the want of ©dueation among the Indian people and their innate 
conservatism which do not allow them to take new opportunities as they 

tToaic. 

Ill vestments arc made mostly on the cntilidence of iadividualH who conduct 
a Inwiness or hank. From time out of inindf the Indians were investinjg 
only on personal tx)nfidence. Jf one believes in another, no more surety is 
rcfiuired for him to invest his savings with him to bo kept safe. The same 
thing holds gmxl even to-day. Even tliough the same by-law exists in the 
various societies, some of them are able to get a good amount as d^>osits 
liecause of the confidence of the people on the individual or individuals 
responsible for the w’orking of the society. So, the best w^ay of educating 
a certain locality w*ill l>e through pronaganda by some local institution the 
conductors of which might have influence on the people. So, the co- 
operative societies in the locality might lie made to do some propagonda 
work regarding this, and the hands of the swiety might Iks strengthened 
with monetary help from the Governmeht to do tliLs. 
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Written evldenoe of MJftJLy. O. M. VSlfKATANATBA 
ATTANGAB Ayargal^ Co-operator, Uttiranmerur* 

Before Saving my Answer's io the questiows, I uish to impre&s in the 
minds of th© Committee that the hanking husiness cm the whole in far from 
eattafaciory and no one know^ the lieneht of the banking except a few 
educate persons in this Pi-esidency. 

7. — Agric\i1tural crtiiii ami rreiUt farifities for ^nmU ituhmtrif*. 

1. (a) As thei*e is a number of cf>-oi>eratlve societies in the Chingleput 
district ctiHirators got their loans fimn the (*o-operative societitw, 

(6) From co-operative societies and private pei*sons. 

(c) Do. do. 

Excepting in co-operative societies the rate of interest ranges from 12 to 
20 per cent per annum. Tioans are got hy mortgaging the landed properties 
and hy pledging jewels and standing crops. 

2. Generally people take paddy to Arni, Vellore and Madras for celling 
the same. 

By improvement of co-operative societies the pooling system may 1)© 
introduced which is a good method. \ow the paddy is sold under esunmission 
system, Tliore is vast difTereiice l>eiween interniil trade and foreign tra<le. 

Bankers and merchants advance throngh their ageiits and take agreements 
from the persons. For the internal isuuittance there are no proper fneili- 
ties in this Presidency like banking. Only by way of postal money order 
and insurances they are gniitg on. TlH‘se arrangenumts are inadcKpmte. 
Hundis and exchaiige system are prevailing to a small extent. Generally 
insurance' and money orders, insteail of the British postal order system may 
1 k» introduced f(»r remittances. This will he very \iseful to the ))\»hli(* 
and safe for transactions. As far as 1 am aware there are three kinds 
of hundies, i.e., (1) (udinary hundi, payable at sight without grace; (2) 
ordinary hundi, payable at sight with gra<e of three days; (3) payrdde 
after sight within the specified time mentioned therein. On these hundis. 
sometimes interest also is payable. The 6,ystem is prevailing in Madras and 
other coinniercial places such as Madura. Kumlmkonum, Trichinopolv and 
other places. Except in the town of Madras warehouses are not available. 
It will he better if warehouses are introduced wdth co-operative aocieties. 

3. Generally cotton growing lands are valuable lands. Then come lands 
where indigo and tobacco are cultivated. Next come paddy growing lands. 
By private sale.s, a high price is fetched; court sales and revenue sales 
generally fetch a very low* jn ice. 

, 4. There is no impediment in mortgaging lands. There are no land mort- 

gage lianks. If they are introdnee<l, thev w’ill prove very helpful. Other 
eo-operative societies are helping now. By the dehentiii’e system, eapital 
muy l>e rais©<l. Co-operative banking svstem is the only nsefnl Hystem. The 
fact of advancing money may lie publtshe<1 hy tom-tom in the village and 
nhjeetions may Vie ealled f4U’ so as to enable the bank to find out the defwts 
in th© title to th© properties sought to he mortgaged. 

Capital may be raised liy debenture system. Other systems arc not 
passible. Government guarantees in land mortgaging societies; except 
through the help of <entral mortgage hanks, long-term loan cannot Ij© 
granted. 

5. Facilities to agricMillurisis can la^ granted only hy co-operative fwK;ietie« 
The estimate is generally ten times the kist payable, i.e.. if a village navs 
a kkt of Rs, 5,000 the probable expenditure for eiiltivaiion will Iks Ra. 60,000 
per year. To raise lot us of a short period, pledging ornaments and crops 
and produce is adopted. For a long-term loan it is safe to raise money 
on mortgaging immovable properties. 

^nerally people borrow monei* on marriage occasions, for purchasing 
lands, etc., and fo djsiharge previous debts fu^hich include f‘omponnd 

ipterosi), ^ ^ 
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tXL most cases, debts are incurred fro] 


tous bankers, witli 12 


pev^ cent interest. By borrowing in these manners, the farmers generaHy^ 
becs||| tenants of inaigenous banks who advance mon^ and the emtivatom^ 
jvL^mmncbp^ 

6]^ere are no such industries supplemental to i^iculture except in 
certain cases where big mirasdars alone are in a position to take to them. 


These industries can be encouraged by co-operative societies which alone 
can start such industries as a common one for the village to help the 
agriculturists. By introducing cottage industries such as spinning, weav- 
ing, matting, etc., the standard of life of an agriculturist can be raised. 
Working capital has to be supplied at first by co-operative societies, l^etal 
industries which were once prominent may be introduced. 

7. Excepting transacting money with ©arh other there is no JtiiifilifciM 
between co-operative societies and other hankers. 

There is difficulty in getting short and long-term loans in time ffoni 
co-operative societies, as the papers have to jiass through many hands to 
have a loan sanctiono<l. To avoid this the following method is suggested. 
Every society should make its indent for the short and long-term loans for 
a lump sum once in n year, i.o., in June and July, and get the sanction 
from the central hank through proper channel and the money may be 
drawn by each society on as manv times as it wants directly ft*om the 
central hanks. 1'here is no competition between co-oi)orative societies and 
joiiii-st<K*k banks. 

All the conditions noted in the question aic necessary for the growth 
ol the co-operative society such as remission of stamp duty, registration 
ft>e and income-tax. In order to stimulate the growth of the co-operative 
movement, it is very necessary to give all kinds of concessions to the 
members. 


77 . — ludigcnovs hanhing, 

1 — 5. Indigenous bankei’s will not transact business like co-operative socie- 
ties. Excepting lending money for interest, indigenous bankers do not 
assist. Thev do not have transactions with other banks as stated in the 
question. (Refer answer to question (2) for natuio of instruments used.) 
No hundi fonns are available. They lend money at their sweet will and 
pleasure. They (Sowcars, Nattiikottai Chettis and otbeis) borrow mone}^ 
and also take deposits at 8 to 10 per cent interest. 

6. Agriculturists pay interest at not less than 12 per cent per annum. 

Better organ iaation can be brought by co-operative societies. 

Yes. Better improvements can be had by co-operative societies. 

7. There is prejudK*e against indigenous bankers. Excepting as regards 
interest, they are protected by law. They are doing business on sound 
lines. 

It is impossible to make these bankers to be useful to public and fio 
facilities need lie shown to these kinds of bankei’s. 

10. They are not able to meet all the demands. It is not easy to link 
them with other societies. 

11. If indigenous bankers agree, they may be connected with Iranks and 
it may be useful also. 

12. Their monies are always lent to borroweis. 


777 . — Investment liahit and attraction of capital, 

1. The resources are share capital, all kinds of deposits and borrowings. 
Additional capital is necjessary. Twelve times the share capital is necessary. 

The means are savings bank, current account, house safe, provident 
deposits and other deposits. 

Tes. Some more fi^cilities can be granted, 


f 


po|>uhiJ% and are inci'casing in nopulH^ity. 
\mtm may \)c inci*oas<Hl a Hit, The 


^ *4?. The postal cjOiih cei tificJ|| 

of ij]iin*eat in pcjstal ctm certificates 
j^lvanks afford all possible facilities. 

Petty dealei's only uix^ generally resorting to the postal Hi^itigtf 
If the number of withdrawals ait' inereased during a wec'k, otheiS 
of people may be attracUnl. 


^fasse^ 


3. People are not inclined to deposit in Government securitiea. No 
surplus money exc'ejit with big mirasdars who always deposit on lands, is 
available. 


♦ 4. The non-siainped system of cheques is useful to the public and th^ 

.business bj- cbecjue system is Ijeing increascHi. 

e^ I>eople are using (dieques. If tlie vernacular c heciue systein 

i« the checiue habit will he developed more. In this cHinnexion 

Ilf wish to impress on the minds of the Committee that it 


impress 

agm the cheque system throughout the Presidency 
iiidhig registered under the Companies Act. 


is hetter to encvuir* 
various hanks and 


5. Yes. The groath is very slow due to want of cuilightonment on 
the siihKHrt. By sending a propagandist throughout the Presideiiey and 
thus enlightening the mass it may hcconic rapid. This system is very 
c'ssential. 


B> opening the Imperial Hank’s liraiu'hes in various place's, many people 
are attracted to join as they are very near to them, These branches throw 
some light on the mass regarding the usefulness of hanks. 
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evidence of MJEI.H7. Bao Sahib VITTiO^DASS 
AKAin>AJl SAIT Avargaly Tirappur. 


7. — Agricultural credit and credit facilitieg for small industries. 

1. The average agriculturist is in an impoverished condition and he has 
io Jborrow throughout the year for all puri>oses. If rain fails, he has to. 
botrow for maintaining himself, or he nas to turn labourer and sell his 
cattle also. 

The money is mostly borrowed from the professional money-lende#^ the 
rate of interest varying from 12 to 18 per cent on mortgages and rising 
to 1 I 6 per cent on other loans. The beneficial provision^ of the co-operative 

movement have j^et to reach a large majority. Loans from Government ^re 

also subject to delay, and very often they are got too late to be utilised 
advantageously. The po{)r illiterate ryots have to fac‘e various difficulties 
^to get these loans. 

2. At present facilities exist only for marketing export crops. Co-operative 

eftorts are sadly wanting. Central markets and bonded warehouses are 

quite necessary. To make transportation cheap, village cart-track.s should 
be improved. 

4. Land moidgage bunk.s are very necessary ajul tlie working capital for 
them may be borrowed from a t*entral institution. 

5. When landed property passes into the hands of creditoi's fanners turn 

into tenants. Only very few work with zeal and hope to redeem their 

lauds. 

6 . By way of encouraging subsidiary industries and enabling the producer 
to got a better return, Government must put into the hands of farmei*s 
(‘heap improved form of machinery for' increasing the output thereby. 

7. There seems to be no co-ordination between the several kinds of banks. 

1 welcome the suggestion to exempt co-operative societies from income- 
tax. 

IF. — Indigen ons han Icinc ) . 

1. Indigenous hankers often run grave risks when they lend money and 
their Jives are constantly in danger. The Government must protect them 
and their interests. 

III. — Investment habit and attraction of capital. 

2. The postal cash certificates aix? taken advantage of only by the people 
in big towns. In small towns the formalities I’equired by the i^ost offices 
often scare away the villagers and they squander it. 

To encourage fanners to save small sums, I would suggest that the posif* 
ofR(^ might grant life insurance policies for small sums, say rupees two 
hundred and upwards. 

3. Big farmers, now’ and then, lend to their fellow agriculturists either 
money or grain, with motives of self-interest and often charge high rates 
of interest, acx'ording to circumstan(?es. 



Written Meniorandmu of the Southern India Chamber at 
Comxneree, Madras. 


OeneraL 

hidiyvnoits hunkiuy , — The iiiiii^enous hankers who in this |mri oC 
I'ountry consist of Nattukkottai N agar at h til's, Muitaiu^se^ Marwam, 
local luoiiey-leiulers, have Wen playing a very important part in the interniil * 
trade of the country’. In a c'ountry, where joint-stock hanks are few" and 
far between, and have h<*eii growing rather slowdy, the indigenous hanker 
IS i*eally an indispensal>le factor in the pi-eseut economic framew'ork of the 
societx , and must remain so unless a sudden einmoiuic translormatioit in 
either desired or leasiljle. fie linanet's the cultivator for sowing, harvesting 
and marketing. lie hnaiU'<*s the retail dealers ; he fuiaiu'es the cottage 
mdustnes, and wareliouses and markets their jirotlucis ; he finances 
distribution ol imported pr<KliH*e; he discounts huiidis and makes remittanoii 
lor his cirents’ he lends on goods, on house' pro[>erty, on jewels, on perminal 
or any otlier reasonable security. His ratos are high liecause money is 
generally dear and he lias no <H>mpetitoi*K in tho locality. Ho has good 
lof^al knowledge ami he has tiie necessary funds, and so lie will make a good 
guarantor or acct'fding house to the joint-stock banks, and will suppiy k 
valiialiie link lor remittance purpoxses. If joint-st<H^k bunks will establish 
branches in all towns having a population of 10, (XX) persons and over, and 
a miinfier of private hankeis of the neighbouring places are connected tvith 
each lirunch, tliey will among other things suj;ply sulhcient funds and 
c'ontrol the rates chargtHl by the approved hankers, 1’he reserve hank with 
the ativantage of (lovcrnment funds will finance and control the working 
of the joint-stock hanks and lielp the estahlishment of hrunchew; thus tho 
indigenous hankers will find a dcrjiiite place in the general tinancml orgaiii- 
aiatioii. My (ximmittee aro not in favour of their being u{>pointed as agents 
of the Imperial Hunk. a.s is suggested in soino quarters. Their present 
unpopularity is due to their hign rates. This can hi* overi'ome only hy 
setting up comiiotitors in tlie loiaiity under tho patronage of the local joinU 
stock lianks. One serious handicap to them as^well as the Indian joint-stock 
banks is the absolute necessity of carrying large stocks of (ioveriimcnt paper 
to Jielp themselves with in times of crises. This policy involves loss of 
interest, depreciation and Huctiiution in prices. They undertake a great 
deal more rrsk than any joint-stoc*k institution would care to, hut they are 
able to keep themselves going hy their deep knowledge of local conditions 
and their adjustment of business mothiKls to suit the habits and customs 
of the kK*al people. Their deposit rates are higher than thoM> of rival 
institutions and unless cheaper money is made available to them and the 
country as a wdiole, the task of bringing down the interest nitoa hy legisla- 
tion or other means is really stupendou.s. Another difficulty to them la the 
lack of public confidence owing to their hnancial position Iieing kept m 
^•ret. Itostriction on high rates of interest, audit, periiKiieai publication 
of figures of assets and liabilities, definite hours of business, fixed terms, 
control of the approved and registered bankers by tho resen^e bank, #te., 
w"ould greatly help to strengthen their position with the public and ibe : 
lending banks. 

The exehanqc hqukn, — ^Tho exchange batiks are controlled entirely % 
foreign lioards of directors and shareholders, but they handle a stupendoufi 
amount of loanable capital available from within Inaia, Their doposita In 
1927 amounted to Rs. tt9 crores while the Imperial Hank's was Ha, 72 crores ^ 
and all the Indian joint-stock banks put together could obtain only XU* 64 
erdres. Theee funds deposited with them are almost entirely used to finance 
imports and exports i* foreign trade, and encourage and develop the tra^ 
and industries of their own countries. Their policy ol accommodation has 
a great deal to do with the nature of articles imported or exported. Their 
offices are at the principal ports, their funds are seldom available foi 
internal trade whose mamitude and need for accomtnodatioii is perhaps 
twenty times that of the foreign trade* Rates of exchange are left to their 
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hiBuiunlation, subject, of coarse, to the complicated tranwctions of *1>5 
Government of India. Tbm absence of a gold currency and gold standard^ 
with the attendant lack of facility to ship gold m the faw of advew 
excnange, has made the exchange banks the dictators of the Indian importer 
and exporter. The overflowing funds of the exchange banks, which I’epre- 
sent the savings of the Indian people, are invested in foreign setuntios amt 
are not available for the internal trade or industries of this country. In 
order to help the Indian joint-stock banks to establish foreign busuiess the 
competition of the present exchange banks should be curtailed as is done 
in several advanced countriiw. They should 1^ bound to furnish separate 
^’^^iHpounts of their Indian business. Their foreign investments should l>e ho 
«Hi||^l^icted as to leave a definite proportion of their funds for being utilized 
•Eg discounting and rediscounting internal bills and for Indian stocks and 
^ shares. 

Similar restrictions as regards deposit with Government and the invest- 
^ iiient of funds should be introduced at a very early date with regard to the 
Jiiumerous foreign insurance coippanies w'orking in India to the serious detri- 
^ ment of indigenous concerns. Their funds obtained in India ought to be 
m^e available in their entirety for the financing of Indian trade and 
^j|pidulitries. The establishment of w'arehouses all over the counti*j' by railway 
" jjtunpanies, firms and institutions under licence, and the issue of warehouse 
^T^ipts wliich would be suitable security for advances from the banks would 
also help in the same direction. Another difficiilty is the practice of 
, li^rchants keeping open accounts instead of handling hundis which could 
* hrf straightaw'ttv discounted and ready cash made available lor working 
^liital. For this purpose bills of exchange axid hundis have to be made 
more popular as suggested in answers to the respective questions. Unlass 
by these means an extra amount of loanable capital is immediately made 
available to the merchants and industrialists and the facilities of borrowing 
it a?'0 simplified the work of bringing down rates of interest which is the 
ghie /giia 'non for the promotion of the above activities can hardly be 
accelerated, 

Central hankiny institution . — My Committee do not feel it necessary at 
this stage to detail their views on the formation of a reserve bank except 
in so far as to describe its place in the general organization of the money 
market. The reserve hank should only he a banker’s bank, not working for 
profit, hut exorcising proper check on the fiolit^y of the member banks, 
going to their rescue in emergencies, safeguarding the investments of the 
depositors of the country^ and controlling the currency and credit policy 
of the Government of India. 

The Imperial Bank is a severe competitor to other banks mainly because 
of the large Government funds controlled by it. If the contract with it 
happens to be renewed it should not be allowed to open branches where 
any of the Indian joint-stock banks have opened or contemplate opening 
branches. The Indian joint-stock banks should further be encouraged to 
open branches on temis similar to those given under present contract Jto the 
Imperial Bank. The fact that Indian joint-stock banks require some amount 
of protection against the Imperial Bank and foreign banks may be seen 
dearly from the variations, shown in the following table, in the deposii;s 
different classes of banks, although the Indian joint-stock banks have 
b^n giving more attractive rates all round : — 


Banks. 

- - 

1921. 

1022. 

1923. 

1924. 

1926. 

j 1926. 

1 1 

1927. 


ns. 

BS. 

&8. 

B.8. 

R8. 

B8« 

K8. 

^^psrlal Bank 
Bxohaaige Banks 
j|oint-8took Banks . . 

(Crores.) 

6« 

76 

80 

(Crores.) 

67 

73 

66 

(Crores.) 

74 

68 

48 

(Crores ) 
77 

71 

65 

(Crores ) 
78 

71 

67 

(Crores.) (Crores.) 
74 72 

72 70 

63 64 


If\mstment fcahtf. — ^It cannot l>e denied that the Indian investor is too 
conservative and panicky. The amounts in jewellery and hoards are^ pro* 
bably not a mean figure* The Government’s monetary policy, the fictitious 





currency standard of tiio country, the luck of i»tatutory control of (lovorn- 
mont over banks in the interests of dei>ositom| the laxity of control 
ioiiit>stock t^onipanies*, particularly in tins l*roi^ency ashore the law as 
Hcliiiintstereci »>y tbe Kcjii^crution i>cpai*iiiwnt, tii# lut'K ol eoucation aiul oi 
taciiity and security lor investuients in rural parts — all iiavo contributed to 
til© auegecl sHynt^ss ot iiidiaii capital and locking up of funds in jewellery. 
'Uie fear of lass in busiiieiis suajlowing up one's savings is a t*ontributory 
cause but tlic praciice ot lorining liinittHl coinpaiiicH is hctsuning inci*eastngty 
popular. For thus purpose tliei'e should Ih% special legislntion regulating 
the working of the indigenous savings banks known as the nulhis, niutuuf ^ 
benefit associations, and the cbit funds, so as to ensure fwrlet't safety to 
the savings ot tne ntusHcs and unilorinity in the rnU^s anil reguiutioiis. 
the same time there should be legislation against malicious scandal mong«|| 
w^ho are out to Oestroy the t-reait ot any insiitutton. 1 he legisnitioti mu|^* 
be on the lines of the N exatious Indictments Act and Uosts in Criminal 
Cases Act ot KnglanU. The Governinent or the Kenerve JtiuiK should exercise 
due check on the policy ol the joint-stot*k banks which in turn jointly ivitli 
the Govonimciit should control the o|HU'ations ot the indigenous banks. ^ 
The co-operative buiiKs uiui societies snuiikl be sjiroaU all over tne country 
and proinoU^ savings habit and ]>rovule lacilities tor running small indu# 
tries. The evolution ot investment it lists as in tlio West winild encourk^> . 
investments and indnstnul growtii. it would be a great tacility if witii- ^ 
draa^at forms of the savings banks can be made negotiatile paper. Dpportuii^'*^ 
ties tor investment would also be increaM'd by industrial development whicn* 
can bo accelerated by controlling the investment policy ot the hauKs, insuram.%;^ 
companies and other toreign coinpatiies investing abroad funds earned 
saved m this country. Propaganaa against tho waste of savings in reiigioui|^ 
rites and social customs siiouid also lie undertaken. 

2. Postal cash certificates are an v\yesore ti> joint-stiHk banks because 
their rate is becoming more and more lomjietitive A policy of gradual 
reduction in rate siioiild tlicrelore be truxl. Further, such nioiieyii are 
not avadabie lor trade or industrial purposes, and it is not tJierelore 
desirable to emllnirage investment in cash <.‘ertdicutes and other Cioveniment 
securities. Government should also stop other sbort-tiuni borrowings. 


4, Abolition ol ,stami» duty on cheques and demand bills has given gVout 
stimulus to the use oi cheques. 7'he cheque Jiabit will progress with tho 
growth ol literacy in tho country. At proseni only 9 per cent of tho total 
population is abie to read and write. With increasing security giyon to 
depositors liy the creation ot a resiTve bank, the insisteiu*© on periodical 
returns of accounts, the strict administration oi tho Coiripfliiies Act, etc., 
the habit will bo strengthened. Tho prevailing rates of interest lor time 
deposits and opportunities lor investment at high rates arc an impediment 
to the opening ol current accounts. ChtMiue forms and endorsements in 
vernucnlar are very neccs.sary m the present state of public education, and 
banks would do well to keep vernacular experts. 


Ansircrs to //ic qtHniiofiUfdtr. 

m 

Af/ ricidiuntl credit and credit lacditien for tmall induatries* 

2, Marketing . — Taking a typical export product, say, groundnuta^ 
foliowdiig is tii© proc*ess : — • 

The exporter makes an advance to the cultivator to-the extent of abOflt 
r>0 per cent ol the estimated value of tho crop with or without interest*^ 
Borne exixn-ters bind the cultivator to sell at a fixed pruje. The exporter haa^ 
to defmtid on his own capital or loan on other securities for the amount M.. 
these advances. In due course, the financial relations of the cultivator 
him down to dealings with the same exporter. The price is either pre- 
determined without refer©iu*e to the conditions in the foreign market or 
the crops have to lie w«, *^housed and sold to the exporter as soon they are 
harvested at the prevailing market prit-e. The exporter rails the goods and 
takes about 75 i>or cent advance from tho bank on hypo^ecating Hie rail- 
way receipt. The bank has the custody of goods till sbipmpnt is made when 
the bank reimburses itself against the credit opened by the Tmporter ei 
relies on the custody of the goods and the shipping documents. 



Taking a ii>cttl produce intended for local consumption, say, cotton, the 
process is as follows : — 

The cultivators are foianced by the co-oi>erative societi^, or the gins or 
the local agents of any mills. The gins and presses either purchase outHi^t 
or gin and press on commission ; here also banks* moneys become available 
only on railing the goods to tlie markets, or to the mills. 

There are great possibilities in co-operative efforts in marketing. But in 
production in any compact area growing a particular crop, scKueties can 
spring up and they will lie responsible for advances to the cultivators and 
collecting of produce for sale ; the marketing will have to be undertaken by 
..jtho central co-oi>erativc bank for the whole area. 

The financing of products during the stage of transit frdm the village 
to the market centre is at present very detective. The present credit is 
either that of the cultivator or that of the small local merchant, who both 
can ill-afford to give it. The result is marketing of produce is hurried 
tlirough in order to get cash down. In market c-entres wher^ the goods are 
Warehoused till they move to the ports or consuming centres, the funds of 
jbint-stock banks, if any, or indigenous bankers would be available. But 
the absence of any licensed warehouses is a handicap to the banks as they 
have to exercise a more careful watch. What is required is the advantie of 
a fair percentage of ‘price to the cultivator on the security of his produce 
which may be kept in the custody of a wholesale distributor until the market 
^is favourable. If further a system of w’arehouses is instituted it will bo 
'^^lONsible to raise money for the middleman or merchant on the hypothecatioii 
of those recei|)ts as at jiresent the cultivator and the village merchant get 
practically no credit worth mentioning. 

As regards financing, the condition of foreign trade is niiich better than 
that of internal tiadq. The exporters are themselves big capitalists and 
are supported liy the exchange banks witli their branches at the ports. 
But iiitornal trade is financed entirely by small capitalists snpiiorted by 
Jiulian joint-stock fianks and indigenous bankers. The merchant engaged in 
internal trade has nothing like the organization of the exporter. Conse- 
quently the inland trade passes through many hands in the ?burse of a 
short time. Credit is hardiy availaliJe for the movement of produce from a 
village to tlio nearest marketing centre, owing to thg lack of banking faci- 
lities. Similarly in distribution, owing to the absence of bankers in small 
towns and villages goods c'annot be railed for delivery on payment. Estali- 
Jisliment of w'arehouses along the railway' line and other country centres wdll 
greatly help the movement of produce in internal trade. 

Keinittances are now’ made chiefly through the post office and through 
banks, especially the Imponal Bank and Multanis, where they exist. Treasury 
remittances are available to approved customers. The charges vary from 
4 annas per Rs. 100 to par and even discount according to the prevailing 
conditions. Remittances by indigenous bankers can be improved by their 
having definite w’orking hours and paying proper attention to customei*s and 
prompt payment on the due date. A reduction in postal charges ani Jhe 
institution of links from the reserve bank down to the approved or registered 
indigenous bankers in different towns and villages will improve the prdbent 
facilities. 

Ilmdln. — There are both danan and usance hundis used in internal 
* trade. But the amounts covered by hundis constitute a very Bmall percent- 
' age of the amounts involved in internal trade, because merchants are in 
the habit of giving credit and keeping open accounts. The use of bills can 
: be encouraged by the abolition of duty on bills or at least a substantial 
reduction of duty and by the offer of discounting facilities by the banks and 
* bilkers at low rates. The use of vernacular in the body of a bill and 
idorsements should be acceptable in all banks. The rate of discount of the 
^Imperiai Bank should not be less than that of the joint-stock banks, so that 
aisoonnting by the joint-stock banks will become more popular and redis- 
counting of such paper with the Imperial Bann. will become feasible. Owing 
to the lack of discounting facilities in local centres even where tiiere are 
branches of banks it is often necessary to send them to the provincial o^tres. 
But the practice is generally for merchants and commission agents to hold 
the hundis till meturity. 



The diief <loeuinentJs of title for misiiig money are the railway 

reeeiptR^ warehoiise-kee|>©r*8 eeHific?«te», delirery order, dork warrant, whiir* 
iingier's certificates, bill of lading and shipping lien or trust receipts. One 
chief dilheulty in advancing on the railway receipts is tlie practice of rnib 
way cotupaiitee delivering tfo goods on indemnity Imnds without the produc- 
tion of railway receipts. This often involves loss to tlm banks. It is, therefore, 
necessary that the railway ts>mpRnv should Im require<l to take care that 
the bank’s lien on the goo<ls should be registeml on iiUinintion and the 
goods should then not l>e deliverable to the <^nsignee until tbC hank’s claim 
is settled. 

Licensed warehouses can he o|>«»ned for the present by the railway com- 
panies. Private pen>ons and indigenoun hankers nmy also l»e licenHeil to keep 
warehouses on their making a proper de])asit with the reserve hank or 
Government co-operative societies may also he lic*i>nK(Hl to keep warehoused in 
cases where their liability is guarantoiHi by the ('cntral hanks. But it ahould 
be enjoined that no warohoust^ke^'per 1 m> iiUewcd to deal in gcHuls, not iiccea- 
dariiy the same goods as he warehouses. Government can assist V»y the lease 
of lands, hy the erection of warehouses and equipment, hy the grant of loanti 
for such purposes, hy the reduction of railway freight to and from 
houses and otmties and hy the consirnction of good roads. 

7. The c-o-operative banks have very littW dt'nlings with the joint-stock 
banks and the indigenoiiH hanks. The Imperial Bunk discounts co-operative 
paper and advances to the (‘<»ntral hanks to the exkmt of Its. 50 lakhs. ^ 
Kach central hank, unlike in Bomhnv, deals direct with the Imperial Bank. 
Long-term capital is practi(‘nlly unohtainahle so as to suit expenditure on 
land iniiuoveinents, Aclvanc<*.s from other hanks can only he for sliort 
terms. For long-term capital the hanks now dej)end on the issue of del>cn- 
tui^s. But it dw's not provide enough money and for this purpose land 
niortgage hanks have to he started with (h>vernment aid. fthort-tcu'in funds 
aic fully available so far as the com|>etition of other hanks would tHMunii, 
The com}>eting banks offer higher rates while the co-operative hanks aro 
unable to offer more than the statutory rates. The nature of relief iiitended 
t<i l»e given hy the co-operative hanks to the agricuHunvl and other poor 
classes compels the adoption of a low rate of interest. The ro.sult is that 
c*o-operaiive hanks Tuust depend more and more upon the availability of 
Govern n)cnt balances either free or at nominal rates. 

In order to encourage the f'o-operative movement it would lie necessary 
to give further couco-ssions. The investments of <! 0 -oj>erntive aocieties are 
already free from income-tax except Go%^eriiniont ae<?uritie«. It would Iw 
helpful if dclKTifures issued by the (‘o-opci ative banks are admitted us trustee 
Recur it ies. 


T J . — lit ha a 

1. The indigenous hanker performs the same functions as the joint-stock 
bank. 

indigenous banker’s money not available for induHtries except Binall 
domestic ones, in which lie advances money and undertakes marketing 
at 4 scheduled prk'c. Rimilarly in agriculture, only the village «owcar cares 
U} advance* small sums on the crops and in all such cascK the finwluco has to 
l>e sold to liim directly it is harrcvit^. The cultivators can hardly expect 
to get the l>est price under tliose circum&tances. On the other hand, ho 
lends plentifully on internal trade, 

5. The indigenous hanker advances on bund is and pro-note« with or witlt- 
out cDllatoral securities, for short terms only, the rates depending on thet| 
degree of security. The intentst accruing for the period is deduct in ^ 
advance and the penalty clauses are somewhat harsh and usurious. His . 
rate for short terms for first-class securities is 9 |>er cent. He lends on 
gold, land and buildings, M>d8 and personal set*nrity. 

6. The indigenous banks receive both current and time deposits. They 
offer 4| to 6 |>er cent current deposits and 6 to 74 per cent for time deposits, 
Manv of them are known to have large amounts of money lying idle 
especially in the case of Nagarathars the large majority of whom act as 
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On Iruht ftindH they give a fixed rale which h low and i« deter- 
fitinf^l froiH month to month. The bankers have great solidarity among 
ihetiiMelveH by their lieing meml»eiw of ifw fiame c-f>iiiinuniiy. A great deal 
ol inter-hor roaming and inter-lending go^ on from day to day. The rates 
are not directly itifliieTK'ed by the Imperial Bank rate hecan«e the supply of 
loanable cafiita! still deficient. 'Hie agricultural community has to pay 
beta*een 12 and 24 per cent for short terms. No amount of organixation can 
bring down the rates unless supply of ioaiialde capital is increaaed substan- 
tially. Kven at nnsient the funds of the Multan is are supplied mostly by 
the Imperial Hanic on rediscounting, and of the .Vagarathars by the Indian 
joint-stoc'k hanks on cash crt>dit and rtnliscount, but they are still dictating 
their own rates f>t‘cauHCj money is s<*arc^. 

7. There is absolutely no prejudice against bankers. In fac*t they 

form an iii.sf^paralile and nect'ssary entity in the money market. Their 
dciiliugH with the public have to Im> regulated and legislation on the line* 
III which joint-stock banks are going to be coiitrolle«l may properly be extend* 
od to this clns.H of bankers also. The nidhis and chit funds ought to b© 
regulated and c<»iitrolU*d by means of Kp<Hual laws. 


11 ] 1 nvi'sf mr ttf hfihtt oiii/ (tffrarfion (tf rtif/tial. 

In vestment in productive iindertiikingH in this Presidency cannot improve 
unless the working of the (’oinpaiiies .Act in this Prcs^idency is undertaken by 
a JW'parato department with a (fualilied staff. The j)reHi*nt control is meagre 
and many liogus concerns are brought into existence and there are others 
which come to grief because of the want of timely clunk in the conduct of 
tile iiffairN. Propagaridu woiib! not be of much use. The sense of security 
has yet to be cieated ; the stamp duty on transfers of goods, shares and 
other property should Ik* reduced and the facilitiw for fiuying and selling of 
shares should be available in jirincipnl towns. The co-operative banks and 
other hanks working in a ton ii may usefully undertake the purchase and 
bale of shares and storks, 


.4a^myr fo the nupplrtnftital qursfiotinnire. 

A copy of this offic'e letk*r No. lOf), dated 22nd .May 1925, to the Govern- 
ment or Madras. Finance Depaitment, on the same subject is enclosed. 
The dunnber have had n<i rcas<ms to change their ojuiiion since then. 


ExCLOStTlR. 


Propouil far the amfndmrnt <>/ the Nf'fjoikihlf Instnunents Act, 1881. 

1 have the honour to a<knowledge the retvint of your letter No. 12448 
Aocts-l of 2nd April and No. 12448 Accts-4 of Gth May, and give 1k*1ow 
the reply of this Chamber with regard to the propo.serl amendment. 

The Associated Chambeis nHiuiie that bearer drafts, buiulis and clibl||ios 
should always remain bearer drafts. The Chamber is aware of the great 
advantage that the nieieaiitile community derives Trom l)earer negotiable 
instruments which facilitate their rapid change of hands in commercial 
transactions. Hut the propose<l amendment at a single stroke deprives the 
holder of the advantage of protecting himself against loss by negligence or 
theft, by ruean.s of c‘onverting lamrer into order instruments and vice voma 
at any time he choovsc's. This advantage is in practic*e very much appre- 
ciated by businessmen. The proposed amendment deprives' them of this 
much vahiCHl privilege and causes h liearer instrument to remain always 
lienrer. 

2. It wa.s suggested during the discussion in tlie Asaoi>ia^ Chambers 
that as a set-off against this lost protection, the holder enjoja the ri^t of 
crossing the cheque. Apart from the question of the distinctive inerita 
of the crossed cheque and order che<|ue, in point of their negotiability, it 
ahould be noted that this advantage, if any. exists qnly in ^e case cl 
obe()ues, The same advantage cappot be claim^ for hpndis or pro-not^. 
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^ Tt m^y iiohnl \\\ this inniiioxion tlmt the imrtioulur judicial 

deei&km mhicb has^ jatxiYob^ the {iix>|>€mU relates not U% v^i%y cheque hut 
ofilv to a imndi. Oatisequeatly. the aafe^ard of cro«(iiig m <4earfy not 
armOable at all. The atnendment* if carried, will probably apply abo to 
order inatruiuetitM that have l>ecotue bearer by general endoi^sement. That 
will be really a seriotin loas of proteetion. If it lie not made applteahle, 
then there k hrought into iM^ing a nieaningleaH iliHiinetkni l>eta*eeii insini- 
mentn originally bearer and those aubaeqiieiitly beromiiig Whatever 

miidit be the praotiee relating to thk matter in Great Britain and other 
coontrica where the implk'wtions of negotiable instnimenla are letter under- 
stood, this Chamber i« of opinion that the pro|>o*HHl amendment of the law 
w*ould he inappropriate in view' of eonditions in India. This CImndier does 
not also Hhaie the view' that there k in any east* such evtrenie urgency as 
to jmtify consideration of thin [xiiiit in advain'o of the gen<*rjil revision of 
the Act hy the Statute Law Revision Committee. 

4. For these rea»x>ns thk Clinmlier does not fe<d itself in u |x»sitioii to 
imppori the amendment. 
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Wrtittn erid^nee of M JLBy^ B. SXJirDABAM A7TAB Airargia, 
B<A.| Seorotaary, tbia Co-opentiTa Cantral Urban Baiik» 
Iiimltad, nuijore. 


/. — Ayriculturtil credit and credit fricititieM for $maU industricB, 

Tho Tanioro district \h made up of two distinct parts, the wet iraci 
or the area .serve<1 !»y the C-auvery and its hraiiclies and the dry or the 
upland trni't nurely raiii.fed. AgriculturistH generally liorrow from 

various son rces for their expenses during cultivation and for their special 
necKls such as payment of kist, holding off prcnluce for a lietter market. 
The sources are the? village money-lender, the grain dealer, the rich land- 
lord, the local exvoperative society if there is one. and the joint-stock Imnks 
working in towns like Taiijore, Ktimhakonain. Xc^apaiam and Mayavaram. 
l^iins for capital and ]>erniancnt iniprovenient of lands <»r what are known 
as long-tcu’tn loans are now’ generally ohtaiiied from the co-operative society 
and the Govermneict as the conditions and terms of th*^ other agencies are 
not favonralde to the agriculturists. The nature of the MHurity offered to 
private unmey-lenders in ies|UHt of short-term loans is- ~ 

H) Simple honds <)f tlic hormwers themsclvcH. 

(2) Simply horids cxtsaiUnl hy the horrower and one or more sureties. 

(3) Pledge of jew'cls and fih^flgc of <‘rops <m oral (*ontracts. 

In co-operative societies, loans on the pledge of linrvesU'd pnxliiee or 
finished products and on suretyship bonds are givem. In joint-st<K*k banks 
mortgage of inimovaiilcs, pledge of jeweds and prcHluce art* taken. For 
long-term loans, mortgages are generally taken )»y all tlio agencies. The 
Tanjore (’o-operative Central Hank has lent money to the extent of 
IIh. 2.(10,()(K) <two lakhs) for bc'ing lent to meml>ors of primary societies for 
short-term purposes, of which Rs. 32,628-2-0 represent loans on the pledge 
of haiwested [iroduce. the prcxhicx* being socurod in godowns of the loan and 
sale societies situated in convenient f‘c*ntres and lookcxl after hy them. 
The money-lender’s rate on all loans is iM^tween 12 and 30 per cent, the 
rate of the joint-stock banks betwinm 6^ and 74 per cent, while the 
csMiperative societies’ rate* is at prosoni 0^ per cent. The i>eriod of 
sliort-terin lc)ans varies from eight to twelve ^iionths generally and long- 
term loans from three to five years. The coiidiiioiiK of the privaU? mouey- 
leiuler are that a portion of the harvested prcKlut'O, to. cover the interest 
on the loan, should be delivered to him at the threshing floor or immediately 
after harvest, at the then prevailing market pricx*, rcnew’alK lieing freely 
resorted to in respec t of principal. The conditions of the joint-stock hankers 
are that interest on all loans should he paid monthly and principal in res- 
jWK't of ordinary loans should Ik* repaid in ecpial monthly instalments, in 
resj>ec*t of spcH-ial loans should Ik* repaid in lump sum or instalments within 
the period ngrc?ed upon md c'xcwling 45 months, extensions lieing granted 
for further periods. 

The sy.stem in co-operative societies is that interest is payable half- 
yearly on both sliort and long-term loans. j>riiicii>al bc*ing payaVile lialf-y^arly 
or anmmlly. 

In this bank’s area, the Imperial Bank is not directly hhlpiiig the agri- 
culturists excerpt that an overdraft has lieen allowed to this hank to the 
e.xtent of a lakh of rupees, which is operated upon for giving short-term 
loans only. Rvots do not freely 1 ‘esort to Government for financial help 
under the Land Improvement Loans Act and the Agriculturists iKxana Act, 
owing obviously to practical difficulties in obtaining and repaying such loans. 
The parts playtxl in agricultural finance by the joint-stock banks, co- 
operative 1>anks. privaU* hanks and money-lenders have already been 
referred to. 

In spite of the agencies enumeraietl above, facile credit is not readily 
available to the agriculturist, and ho is driven from pillar to poet to fetch 
the wherewithal for his agricultural and domestic requirements. The agri- 
culturist requires hnancial help Uiroughout the year fm* a^ieultur^d and 
dome^ic expenses* But he is unable to command credit on aecqnnt of his 
linpunctuality and improvidence. The best remedy appeftrs te he 
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islifti look up to mi© and only isourte, pr©f©mhly tb© eo-op©raitir© ao©i©ty (or 
all hb l^uaneial mjuireiiwitta* And tii© finaiieing u^siicy ttiiWft b© oreparHI 
and wiUing to him for all htt» ti©©d«, in tinio. on rotisoiiahlo len^ 

Til© cmiditiow ol ih© agrioiilturbt, in geuoral, may la> d©*i©rib©d as followa;" 

Th© yield of hin landn is dccroasing liul liis debts ar© iiiet'oa&iiig. li© 
h unald© to |•©^my hh delits out of th© iiu'om© from hi> liuoK. 

Hut ti iuor€» lending NW'iety eiitiiiot iinpiov© It is wmoiuie eondition. 
It inmot devitie ways and mcHiis of enablttig him to repay the debt by ©any 
iuMtalments. 

It appears to Ik' exti^niely diffitndi to bring about wMirdiiiaiiou among 
various t'redit agencies. But it will Ik^ the grniuk»at aeliievemeut if tlioro 
is elo»«e csMJfHTatioti among tbeiu bv making the csvojierative agtmcies tho 
pivot of tile ahole M*beiiie. 

The villiige eo-oiKuative society must satisfy all the i rinlit neisk of tlio 
agricndlurisl ahieh ma> be repaid within three' veal's. But to relievo him 
from the aeeuimilaUHl clebt, which he cannot conveniently rt'pay within ihi*©© 
yeaifi. land mortgage bank> with power to lend ii|» to twenty years iiaiKt 
la? estabUslK*d. The distinHion Indwcaoi slioit«term Rnume rtHpiircnl for 
agricultural operations and for domestic needs and the* long-term loana 
required for repaynieiit of chronie debts and (capital expenditure must bo 
clearly understcHMi and the financing agencies muKi be distinct lUongb both 
an* co-c»peraiive organiiwitions. I’nless long-term credit is made available 
to agriculturists tlircuigli <s»-o|ierative institutions, bo cannot gi\e up his 
deiieiidancv c>n many undesirable agemdes for bis credit nmls. The co- 
o|K*rtitive sexiety must Im* the agcuit for the sale of the agriculturists’ firo- 
duce and tor the puidiase ol all his domestic and f»ther risjuirenients, 

0, Sn|>plementiuy m'ciiinitions must Ik* introducHnl with a view to aug- 
iiieiit his income. Kffectivc* steps must Ik* taken to dc'inonstnite the adoidion 
of iniprovcMl methods <d ctiliivation and the use of s»'ic*ntific manures. 1'ho 
Departments of Co-operation. Agriculture and Industries must co-orclinaU* 
thc*ir acdiviticjs for the purpoM*s mentioned above. 

2. The jnincipal crf»ps in the district are rite, groundnut, coconut, ragi 
and iruiirA*. Two methods are adojited in marketing ib<*m — 

(1) The cultivator takes lus produce to tiro wt*ekly or daily market 
and sells to the pnhiic* in retail. 

(2) IxKiil grain dealer's pin chase the crojis in lump and stcM-k them. 
Afterwards thc»y eithco* m*I 1 the crops locally in retail when the priei* is high 
or arrange to send them to distant places where the market is favourable. 

The groundnut crop and the c*oconut, to some extent, are exjmricHl to 
fowign countriea. The groundnut not lieing an artic*lc> of IckkI is generally 
sold by the eultivuior to loenl dealers scMm after harvest,. Foreign com- 
panies which deal in groundnut have got their hranebes in all important 
centres and the Uttc»r arrange to purchase the crops either from tho ryots 
direct or through tlie bK*al cloalcrs, 

Thi*ee points ore notic-i’able in the prcsc*nt method of marketing agri- 
cultural prcKluce — 

^ (1) The exisU*nce of several middleinen \n detrimental to tlie prcxlucer 

mid the consumer. 

(2) There is no orguniKi*d drstritiutivo machinerv in the case of local 
trade. 

(3) The foreign trad© is entirely in the* hands of one or two companies 
who dictate tho price and the j>rcKliicc*r has no other nlU»rntttive. 

Rec^ttily co-o|>erative scK-ieties have l>e€*n started in some plac^es to ©liable 
th© ryot to get money for his immediate needs on the pledge of his {iroducsfi 
and Iben sell the produce at a favourahie ^asem. Theme are called loan and 
sale aocietiea. The* ohject of these societies is to enable the ciiJitvator to 
sell hia crops to his Umt advantage. These soc-udies at present help the 
©wH^rator only in retaining his c*rops for sale at a favouralde s<*aiion but 
not in ^eir mdual aaJe. If they iiiideriake this fiiiiciion also, the niiddle- 
men wilt be ^imiiiated and the profits, which the tniddleiiien now get^ will 

to cultivator. Tlius the loan and sale societies may enable the euSti# 
vators fx» pool ibeir prince and market them in lump. These soeiettea 
haTa made a stuall l>cginaii}g to enable tli© agriouliurisi tci bargain for § 



fftir prHse. But the experiment cannot be said to be a aucceen. Hie pro- 
duce of the ryot i« generally limited and the marketable portion of it la 
very little for whidi no finds a ready market iocalbr. In some eaaesi onrlng 
to practical difficulties, he thinks it i» not vrorthwniie to stock his prodnee 
in the Mocicty^s godoim. The rich landlords are either unwilling or hare 
no rieceHsiiy to go to the loan and sale society for financial help. Begard- 
ing articles of foreign trade, the private firms have built up Uioir business 
on a large scale and the loan and sale societies are not sufficiency organised 
to compete with them. Want of lojralty on the part of members and Jaidc 
of business abiltty on the part of the management ebiefiv account for the 
failure of co-operative marketing of produce. Local meFchants and middle* 
men borrow money from private bankers and money-lenders, and utilise 
the same in purchasing the produce from the agriculturists. Joint-stock 
hanks lend to sucli mci^hants on the pledge of the produce stocked by thorn. 

Internal remiitaiuos are made by cheques, bills, drafts and hundis and 
also through postal money order and insurance. To popularise the use of 
hills, the Mtuini) duty on bills up to a certain value mmt be abolished and 
hills and cheque forms in the vernaculars must l>e introducecl. 

II. In the deltaic parts, the value of iianja lands varies Ironi Rs. 500 to 
Rs. 2,0<K) per acre. Punja lands adjoining river banks will fetch the same 
pric<\ In the upland area the value of nanja lands varies from Rs. 300 
to Hs. I.IKK) and of punju lands from Rs. 50 to Rs. 300. The value given 
aliove refers to private sales. The value of lands in court sale is generally 
lower than that given almve, though in some instances a fair price is 
fetcliCKl. In the case of sales for arrears of revenue, the iiricci fetched is 
invariably nominal. 

If lands are sold for arrears of revenue, the purchaser takes the laud 
free of all eiiciunbraMces. in the case of lands governed by the Estates 
Land Act there is always a first charge on the lands for the rent due 
thereon. In both the above cases, the lands are lia!>io to be sold sum- 
marily. But ill the case of mortgage, the mortgagee has no summary 
remedy. He has to file a regular suit to enforce his mortgage right and 
the processes for execution of the mortgage decree are iwculiarly tardy. 
There is only one land mortgage bank in this district, recently startcHl, 
whose transactions are very iinnted and there i.s no otner bank for long- 
term credit. 

4. The existing banks which work mainly on short-term deposits are not 
capable of providing long-term credit and land mortgage banks must bo 
establislied for long-term finanerc. They must bo registered under the Ck>- 
operutive Societies Act, There must be a crentral land mortgage bank at 
Madras for securing the necessary funds by is,suo of debentures. It will 
not Ik* possible to got such funds by deposits. The distribution of Jong- 
toriu cmlit to the landholders must lie through primary land mortgage 
banks established at taluk c?entres. The primary and central land mort- 
gage banks must lie distinct from the existing primary societies and central 
banks which iiiust, after the establishment of the land mortgage banks, 
confine their attention to short-term credit. Primary land mortgage banks 
must lend to its metnlKjrs on mortgage of their lands, llie loan should.^be 
i*epaid within twenty years by annual instalments. The central mortage 
bank should raise funds by sale of debentures issued on the strength ol^lhe 
mortgages obtained by the primary banks and transferred to the central 
mortgage bank. Tlie debentures .should carry interest at 6 per cent. In 
order to miAe debentures readily marketable, the Government should 
guarantee the payment of interest ou the debentures at least in the iniiia] 
stages. Iiegislative provision must be made for realisation of the mortgage 
amount by summary process in case of non-payment in time. Goyentment 
must be given a prior charge over all lands mortgaged to the bank U> 
extent of the arrear due thcioon, which may be enforced Bumniarily in 
order to recoup any loss incurred by Government by guaranteeing nayment 
ofi^nterest. A record of rights must \w j^repared in respect of all lands in 
each bunk area and transfer of ownership dionld not be recognixed nnlew 
duh* regbtoTod in the record of rights. Land mortgage banks may receive 
deposits for short terms but such amounts should not be utilised for lemi- 
inglor periods longer than that of the deposits. The Imiding rate of the 
central bank should be fit per cent and that of the primary banks aliouW 
be a per cent. In case of default, interest should be ehargfid at 9 per oei^ 



^ overdue instailuients uf |>rtuei|uit and iiii4MXJ8t. luiereei mi 
mueii by lami morl^^ttge hNtik« must l*e exeitiiii frmii inceiti<st4»X, Tiiese 
dol^niiireii niuiti lx* m»de tru»>tee s<eeftrit ioa, ’TroviHion lie mudo lor 

iimttiUnuinm* of iicKx|iuite fluid mwiiures to eii!>urc> it^gular ([myiueut of dui*?* 
by tho Wnkn. 

7* Tbi^ ItniiertHl Hank U»* gmiiUHl on»rdiMft,s i«» i'<Muwr«tive txHilml 
liank}» whb-ii are itti1}\<nl Jor h^bort-terni and i\h fluid iet|uircHl 

Ui he UiMttttMiiKHl by the neutral hniik^. Tin* imnkK have opened 

current nctourits with the ct>-o|H'rutivc c*«?iitral banks for deiMisiting their 
sunihiws. The co-o|M'rtttive tent nil banks are inii |K>riii[iiie«l Ui dejio»it their 
funds hi the joint-sttH^k banks but tbev can o|hui ii current ticcount noth 
the rni)icri»l l^nk. All tbe three kinds of bntiks helj) one another in the 
matter of leaiijsiition of «'he<|Ut»s and bols. 11u? esKoperative banks liave no 
dealings with tho indigenous luiiiks except in thc‘ I'oaVtaatioii of cluxiiu's 
and bilk. 

The primary societies geneiully depend u|w>n tho central lainks for all 
tluhr finance and the csoitial Imnks derive their funds mainly by deposits. 
Tbe |M*ri<Ml of the deposits does not generally cxc^ihmI thriH' years. Hence 
such funds can Im‘ ntilisc'd only for loans is'payable within thitH> yeara. 
Tlie share capital of the c'lnitral bank and the rc*serve fund of tbe societies 
investcnl in the eentral hunk uic‘ the only funds available^ for loiigdenn 
loans. Hut they are not suflicicMct to nwH't all lonj. 5 -term riHiuirements of 
the scH'ieties. (Viitral banks atv generally lelueiant to advnncx' loans for 
long fHU'iods and sradetic^ soim'limes get sbort-tenn loans and tbe ineint^ers 
utilise the amount for bMig-teuii jiurposc's and comm if dcd'aitll in r<*|Miy- 
mont. Thus the bacn the' central bank becsimc;»H ovea'due and tbe latter 
hesitates to advamt* fu rtlnn* loans. 

There is no coiripet ition bc‘tw<H*n ct»«opc*i at ivc' banks and joint-stock banka 
in this district. In nddition to tbe c*xisting csnicessionH. co-operative 
scHMcdies must la* cvKcm|it4'd from payment of local inxc's such as tln^ c*om- 
pany’s tax and |)n*f<'ssnni-tax and the postal c lun ges for bona lide rcmiit- 
tancc's (d co-operative societies by money order and insurance iiiust Ik' 
rvHluccnl to one-half uf the ordiiutry rates. 

//. 1 htthjt'iiuim hiinkifut. 

2. Indigenous bankers in this district are geiicially **ngagc*d in Jeiidiug 
money. Then lend money fm’ agriculture*, trade and industry at exorlutuuL 
rates of interc*-%t ranging fnan 12 to p«*r cent. In tbe cn.se of )oun« 

to agriculturists they gc^mually stipulate for payiiieiit of interest in tbo 
shape of grain, the value of which is tixc*d at the low |»i ice prevailing during 
harvotit season. 

5, Jii sonic* cases the price of grain is tixtal in advances at the time of 
lending irre.sjieetive of tlic market rat** at the time* of )myiiu*nt. In the 
casie of industry and trade*, the ikuicmI fixcHl lor repiiyinent is gen<*rally one 
year and evtm less and the interest due for the entire periocl is diHluctod 
in advance from the princiiml amount and only tia* halarifH* is [laid to the 
iMirrower who has to repay the entire loan amount (i.e., the amount which 
li# jgjtually leieived ///<m the titiioiint withheld as advance interest) within 
the stipulates! iiericnl either in monthly or daily iriMtalmenls. 

6. In the c*ase of loans for longer periods, interest must be luiid once in 
10 or 12 months and provision is made for cdiarging (*oinpouml interest in 
cmae of default. As s4*curity for all loans, mortgage of land or pledge of 
properties or one or more sureties iiiii^t lie furniahod. The bankcu’ is very 
eareful about the payin«‘iit of Intercast and m long ns he is Hatisfled that 
there is sufficient security for his money, lu^ is witling to renew* tbe loan 
by taking a fresh Inind for the total amount of principal and interest/ 
lliewe hankers have a nucleus of their own money and generally raiae funeb 
by reviving defXiaitH from the public or by loans from other tiidigenous 
hankera and they allot intercs^t up io 7i ikt wit on dejmsitH rwdvetl by 
thetii. The namev-lendei raU^ of iiiierest cmi In* hrou|;lii down by atar^ 
itm( cs>-operaiive ioaii a»Kl sale wHueiies as already deacriliecl, Heilii^ton ojf 
ifitemt atone wilt not itnj^rove the condition of the agricuHuriab or eitahle 
thiiii to ftpend more on tinprored methods of agriculture owing to want 
of tittifty hid>ita< Consiaitt propagimda and ^emomrtratioo is necesiiry ^ 
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itiduoe ibc*tii to Adopt Utrifty lucthodK of Hrttig and unprcHrod iiielltiMlK of 
Agrieuliore. Thin i#* to acliiero by tlio combined efforts of tk© €o- 

ojierutive aihI the AgriciilturAl Depaitinents* 

7. Tbero Ih a nuturul prejudkv itgAinMt tbc tijdtgcnoas bankers. Tln-jy 

udopi ititfuir iiu-tho<l.H in fixing ibe rnUf of iiiU^n^Hl and in collotlitig lb© 
4»aiiK*. In Hotne they iiniist mam |•ej>nyll)etlt of |irincipal in on© luiiip. 

8. Tbk clajjj* of baflket•^ nmy Ik* made inort» Mn*ri<eabte to Uie etniniiutiity 
hy iimking provinion for their ix*gi.st ration with a definite uet of rule»>; 
hut tliey will nattiraily oppohe the iiitriKl motion of tiny ineAHiireH fot regu- 
iatiiig their ojmratioiis and giving piildieity to the siiine. 

///.*“ 7/1 htthif ami atfrtn fii*ti af ropifttl, 

1. iianking rt«>oijrfx^>» in this di^trif‘t are ohtain(*d hy deposits of vaiiofts 
kiink. Joint-nttK-k hanks and iiidigeiiouH hanks can get deposits onlv from 
the piihlie. (’o-o|M*rative lentral hanks are anthorijfiod to receive deposita 
from the piihlie and local hodies and security «U'r>osii« of servants and 
c<mtraetors of bx-ul hmlies and of Government. The existing institutions 
for onctmraging savings and invtw*trneiits liahit are — 

(1) Government sis'iirities, tho postal savings hank and the cash 
certificates ; 

(2) Uk? ci>-operative central hanks, the Imperial Bank and joints 
sifX’k hanks reteiving various kinds of deposits; 

(3) provident fumls for the lamefit of Government servants, and 
einjiloyetw of local hoclies and hanking institutions; 

(4) chit funds for which provision is made in the by-laws of co- 
operative societies and some under private managcinent ; and 

(5) life insiirunie hy several <om panics. 

The facilities for investment may 1 m» improved in small interior placres 
hy introducing chit fund and home-safe dep<isits through co-operative socie- 
ties, It is notorious that people of India, especially m rural parts, arc 
fond of invejftiiig their savings in silver and gold jewels and tlie richer 
class in iliarnoiids. Some pnnhase jewels as pure investment, but in niari^* 
lasos it is done ns enst unary n<Hi*H>itv to wear jewels, laick of diserinii- 
nution in investing the savings and unfounded distrust in the existing insti- 
tutions for profitable investment and the increasing false notion of iiecos- 
sary ornuments urtount for this habit. 

2. Postal cash ccrtilicates are popular and tlieir jiopnhirity may Ik* 
increase<l hy allowing cpiarknly intereKt at a lower rate* in case of with- 
drawal even during tlie fii*st year. Gash certificates may he made trans- 
ferable by endorsement of the holder. 

Savings hank facilities may be extended in the following ways:- — 

(d) By increasing the limit of deposit during the course of a year. 

(h) By allowing interest for half a month on the lowx*st baianc*© to 
the credit of the depositor IwtwcHui the Ist and the 15th and also between 
the 16th and the close of the month. 

Ofheials, employees of all kinds of institutions and c*ollege students resort 
to iiavings hAiiks. • 

d. Government se<nrities are puiTha.sotl and sold through postal savinjgs 
hanks and no commission is charged for su<.*h transactions. The Imperial 
Bank of India and other hank.s and brokers transact this business for com- 
mission not excee<ling i per exmt. In the ca.se of agriculturists and small 
investoi** the facilities afforded hy postal savings hanks are suiheient. In 
the casc^ of small agriculturists the money got by them hy sale of pro- 
duce is utilisfKl for payment of kist. repayment of debts and for ceremonial 
expenses, Tliey have got nothinjj to invest. In the ease of big land- 
loraSy in addition to tlie aliovesaid expenses they utilise tlie balance ill 
lending money to their i>oor nei^ilKnirs and U*nattts. Persons g^ing 
decent monUiIy ineomes eitimr fixed or variable invest their money's Jh co- 
operative or jaint-stock banks and withdraw whenever 'necessity* arises, 
j^ple getting daily wages and low* monthly salary spend their znonejrs 
as soon as they receive in purchasing the necessary articles of food and 
payment of interest on loans and part-payment of the priiieipat. 
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4 . BtuitnesA people aiul pertiKiiis getting large income jgmerMy iiirest 
their tnnds in honks, and open a cnireiit aeroiiiit . For lul poytn^ta to 
be mode by Uieuu they iviue •'liet|ue*<i on the 'liaiik. The payee readily 
cosh on presentntion of the ehe<|ne to the bonk on which it i« drown u it 
is neor or any biitiker may pay cash for the same for a small conimioaiQtt. 
Thus bttsineab people ai‘e oavtHl the tremble and anxiety of reioiiiiiig large 
amounts of cadi in tbeir IioihIh for iiiakitig pHyiticniH aiul tlie transaction 
by cheque becoineH the lamt evidence for payment. Rome bunks grant OTcr- 
drofts and ca^ cretlita to appitivod custoiuei's and in such vixsm also, the 
mode of operation is the same. By Uie use* of chequeii^ tlie iHjst of I'emiU 
ting niouey from one place* to another is grately minimiaetl. After ihe 
almiition of stamp duty on cluxiues, various kinds of |[Miymeiit>s hy and 
withdrawals from the hanks are made hy means «»f clK*qu<*si. thereby saving 
the cost of stamp for leccipts. Thus the use of cheques 1m« Iwcoine more 
popular. 

5, I support the view that the banking and investment habit in India 

is of very nloa' growth lasause il is (smgeiiiul only to p^^rsons engaged in 
trade and buwineas of some magiiitiide or getting fat income in other l>i*o- 
fessions. The majority of the pisiple of India are agriculturistN whose 

habits are desc^rilied oIkivc. Out of the rest iimny are men of limited 

means and incapalile of hux iug anything. In order to enable iieople of the 
country to save and invest their Kaviiigs in prmluciive undertakings, the 
wwkeiH in the field of <s>-o|>eratioii, agriculture and industry muMt c^o- 
oixiinate their activities ami iHluciitc the people by <*onsiant propaganda 

and practical dcuion.stratioii and give them the mn'i^Ksary fiiuittcial aid for 
adopting iinproviHl methods of agr.« iiltuns suppleimrntarv industries auch 
AS Kpinning. weaving, metal work, milk and ghee* trade, <'tc. Buitable 

arrangemeiitJB must b<» iiiade to ciialile ptniple to sell their pitxluce through 
co-o|K‘rative iiistitution.s and purchase* their mwasuriim through such insti- 
tutions. Co-operative in.stitiitioiis must Im> Uic medium through whicdi 
]>eople must get all financial help and must transact all their purchase and 
sale operations. 
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Written evidence cf X JftJly. V. BAGBilVA AYYAWaAB Avnrgal, 
X. A^ X«*T.9 Freeident, the Ck>-operetive Snpervieing UnicA 

Xayavaram* 


I. — AgrirnUuml rmlit anti treifit fmilitieM for $mail induM^rttf, 

1. The aftrteu]tiiri!»t ohiuins hi« fitianee for ail the pariKiikeH mentioned 
tinder (o), (M ami (r> mostly from loc-al eretiitors or profoKi^ional money* 
londerH in the neigh hoiirin^ town*!. Cmojierative cre<!it WK-ieties are 
slowly trying to take the place of the former, hut judging from the present 
rnie of progress and the tlearUi of human material in rural arenn for 
working sueh Hoeieties, it will l>e some decades l»efore theae will supplant 
the money-lenders. The nidhis in towns afford financial help for the pur- 
pose referred to, to not less than a third of the ext<*iit o|M*rate<l upon hv 
co-operative Hocncties. The extent to which c'O-operative credit is avail- 
able to the agriculturist class can l>o gauged from tlie fact that in a taluk 
w^bieh has 170 villages, there are only ^17 rural soc ieties serving 62 major 
villages. Even these soeicties <*over only a third of the mnl indehtedness 
of the villagers Muwed hy them. Th«‘ rates of interest for sums less than 
Rs. 1,000 vary hetween 12 [Ki* ctmt and If* per ec*nt. The loans are gene- 
rally not uvailable for more than three ^•ears. The loans advanced are 
mostly on pro-notes. 

In the case of dry crops, loans are sometimes advanccxl l>y eomi)anios 
dealing in thes<» or their agents or petty merchants^ for the raising of the 
crop. Hut in those cases, generally, the agriculturist )>eing ignorant of 
market conditions does not jmssc^s the knowkxlgo nermsary to bargain to 
his advantage with the trader, and is hence often doprivixl of a fair 
margin of his profits. ^ 

The financial help offered by Government J>eing mainly for permanent 
improvcnieiiis to the land, it d<x»s not form any appreciable part of the 
financial obligations of the rural agriculturist. 

Of all the agencies that can render efficient help to the rural agricul- 
turist, tile co-ofierative society is liest fitted. The usual complaint of the 
agriculturist liguinst those societies is tlmi his calls are not promptly met 
by the distiict lianks, that the rate of interest charge<l, namely, 9| jK»r 
<*eut is rather high for amounts; exceeding Rs. l.fKX), that the iK>riod of 
repayment never exf*eeds five years, and that the maximum loan advanced 
hy co-operative siKueties per individual is only Hs. 3,00() which does not 
mec*t tlie needs of all classes of agriculturists. I’he last complaint being 
only from a ner*essarily small number wIk) are generally able to obtain 
ci'txlit facilities easily from other sources ne<xl not lie .seriously tackled. 
The first complaint c^an In? easily redres-scHl by the opening of more central 
banks at tlie rak^ of one every 100 sexieties, so that there may be closer 
cH>ntact and greater accHvssibility of the central banks to the rural soelwies, 
and c«nsec|uent reduction of delays in the disposal of loan emails from the 
scK^ieties. The sec*ond and third objections can Iw overcome by the consti- 
tution of land mortgage banks at the rate of at least one for each taluk 
offering money at not more than 7 per cent for permanent improvements 
to land, or feir the redemption of lands from prior mortgage loans or for 
the pnrerhase of lands, and by fixing the imriod of i-epaymeiit Ix'tween 10 
to 20 years n<*cording t^i the nature of each loan. 

2. The principal wet crop.s in the district ai*e now mostly sold in the 
village itself to petty traders or brokers of big merchants in the nei^- 
Wuring town, from time to time. The more well-tp-do generally stock 
their crops till July or August and llien sell them for a favourable prii^. 
But Uie rest, not having the facilities for storing crops for %e or six 
months generally dispose of them soon after harvest for paymenl ^ kist. 
Their urgent domestic expenses also press them to dispose of their crop 
as early as possible. The system of crop loans and the formation of loan 
and sale societies on a co-operative basis, to dispose of the produce at a 
foir price ore to a certain extent trying to protect the small agrieultiirist 
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from ih<r ent4»Tprisiti^ muldleman who dcairos to huy up tho produce at the 
threahing floor itaeif. But t]uv$« have to develop a great deal, before one 
can tay that they are of any subetantial help to the small and thrifty agrl* 
culturist adio mikm an eameet attempt to rise. 

In the case of dry cropa, sudfi as groundnut and cotton « prior advaueea 
are often received from the companies and individuals for ratting the croM. 
The prioe is sometimee fixed beforehand and the a^t takes away the 
crop after harvest, |>aying the balance due to the agriculturist. Dry eroim 
not i^uired for the foreign market, are like the wet crom aonietlm^ 

sold in the village itself, and sometimea in the town market by petty viU 

lage traders who purchase them from the rural producer to soil them at 
a profit in ilie town market. 

3. The value of wet land per acre varies from Rs. 8^ to Rs. 1,2<)0 

according to the nature of the soil. The same land in the cane <»f 
auction for court do<*ree or non-payment of kist. often giwH down by 

one-half in value. Tn the latter cose, various factors govern the priee. 
namely, the availability in the village of men of means to htiy lands, the 
impression in the minds of the people that lands can he had ehean in 

auction, the sise and situation of the village, etc. Ordinarily in n hig village 
with a teeming population, there is always a good demand for land and 
there is less margin between the normal value and the auction value. 

4. There in no legal impediment U} the mortgage of land. There are 
very few land mortgage hanks in the Presidency and they are too young 
for me to say miicli alxnit them. 

In the event of non-pavment , the inoHgage^l land may he i^ld after 
decree in tlie presence of the Suit-Deputy Registrar of (^o-opevative Bueie- 
ties in the di'^triH. and the secretarv or president of the hank aftor giving 
due noticM^ of the sale to the public. Reference to record of rights and 
registration of records need not Ik* eharg<»d for, as is now the case^ with 
regard to the grant of encumliranc^e eertificates to co-operative societies. 
The working capital of the land mortgage hank should he derivinl at the 
outset from all available sources, care luring taken to see iliat at the ottisi^i 
deposits are not accepted for less than five years. Delienture bonds with- 
out Oovernineni guarantee are not likely to command public credit, until 
the land mortgage hanks function and establish their credit. The Clovern- 
ment mav he protect-fnl against unn<*o<*ssar\ loss by the sti])ulniion that 
the Tahsildar or the Deputy Tahsildar of the area in which the hank works 
should l>e an er-offirirt mend>er of the loan committee of the hank. His 
estimate of the land shall he binding on the governing hodv of the hank : 
where they differ from him, thev mav have a right of referring the matter 
to the Doput> (V)llector of the division whose dt*cision shall he final. 

The horroving lute of the hank should vary from 4 to 0 per cent, and 
the lending rate Ik^wikmi 7 per cent and 8 p»>r cent according to the amount 
lent, and the ha'a! rates of interest. 

Tn the al>M*n<e of land mortgage hunks. Government tbi'ms<dvc*s may 
lend ^e money, the amount ndvam*ed being a rf*rtnin multiple of the 
rev#iiw kist for the land, Tlie exact multiple has to vary according to 
the nature of the land and the <*oiiditions of the village. 

5. I have not got with me definite figures with regard to the indebtofl- 
n€^ of tlie agricultural ehisses in aiiv village. But, such an estimate can 
with reasonable a<x*oraey he draa*n up hv seliK'ting typical villages, taluks 
and dwtricts for sur\'ev. The co-operative sficieties in these areas will 
afford ujir*ful material for arriving at a correct estimate. 

6. To the allied and supplemental industries mentionod in the list T may 

add, weaving, basket work, rattan work, brass work, toy-making CVi- 

operaiive socn'eties are the best media for affording financial help tlicsie 
indastrialists. That the finished products may have a sale, whole-sala 
societies must be organ i*^ at cjonvenient centres to pool them and advertise 
them for sale. Co-operative societies mav also l>e organised for supplying 
the raw materials needed for the small indusirief<. 

7. As already remarked, the chief difliouliy in the case of co-operative 
eocteiiea for short and long-temi loans is the delay in the grant of loAtiff. 
This is iKMind to be, long as the cfntrsl bunk functions from a disUfl^ 
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cssioriiig to Uio iioedlii of w>ei«iio6 mhout irbidi it hiM little fifrwmol ktunrl* 
Hie mult » there i» tnnrb )ong-dr«on oorreepoooeiiee before m 
Uum iu Mmetionedy aud ihot drirai the borrower to other niooejdeiMbm. 
The average villager is at weaent too ignorant to foresee hie Mode a«Ml 
provide for them by applying to the co-operative society for loana in 
itiM. Increasing the nnnilier of hnatieiiig banks in the dklrict by per- 
niitttng some of tlm more important urban banks in the distriei to mm to 
ixM>perative aoeietiea or by making ooNopermtive anperviah^ nniona, Ihiaao* 
titg untons also, is the remedy. I prefer the former aHemative. No estra 
oapitnl is rsoiiii^ for financing cooperative movement. In faet^ the 
capital avaiiame is not being fiiiiy utilised by the existing eomperative 
aocietios. 

On aceoujit of the nature of the loans advanced, and the limited extent 
to which these banks afford relief to the agriculturist, at present, I atn 
not aware of any competition lietweon the joint-stock l>anks and co* 
operative banks, 

Tlie co-operative tnovement will get some eticotit^mgeiaent if the coiioee- 
sions suggested are offered. Bui the morement is not spreading as rapidly 
as It mi^t do, mainly boeatise the human material ueoessary for wonkiag 
up these nocic^ties, is not available in all villages; and b^aitse of tfae 
delay in the grant of loans. 

//, — IndigtnnuM banking. 

1. The indigenous bank or banker affords financial help for agricul- 
ture, trade, industry and other domestic* ' expenses. They are resorted to 
for urgent loans of a speculative nature. Tliey demand higher rates of 
Interest than tlie oilter lianks, Ikx'AUSc* of the risk.s involved in their 
business. Their terms are very exacting. Interest has to be paid in 
advance for the amount borrowed, no reha U? of interest is uUowod for tlie 
monthly payment of a porikin of the priucijial and high jienal interests 
are charged for non-pay men i at the stipulated time, lliis lending rate 
varies from 12 |ier cent to 25 per cent, and more, according to the atuoimt 
advanced and the status of tlie indivklual applying for the loan. Some 
iMders are in the habit of collecting tlieir dues every day from petty 
traders and if proj>er calculation is made, the raU^ of interest u'oiks up to 
over 75 per cent. But the lenders justify their hesavy rates by reason of 
the huge risks involved in tlieir traiisactious. They point out that the>' 
lend money to people udio could not dream of obtaining loans from a co- 
operative or joint-sto(*k bank. If the co-operative movement takes jxx>t iu 
tne soil and extends its benefit over a wider area, the indigenous hank or 
hanker will necessarily have to revise his methcKls and terms. The host 
way to make them useful to the people is to develop the co-operative movc^- 
ment in all its phases. 

III. — InveHment hahif and atfraefion of capitaJ. 

1 d* 2. T cannot think that the pcniple have not got the inveeting habit. 
Public institutions offering reasonable facilities for investment and with- 
drawal ai*e not within the easy reach of villagers. The only public inlti- 
tutions now available to the villager are the postal savings bank and the 
co-operative society. SonietiTneS; the villagers organise chit-funds for which 
payments have to be made monthly or half-yearly or annually, accx>rding 
to tlM^ cc^itkm of the majority of the meraliers subeeribing to them. 
But theee funds are not run on sound financial princiides. Sometimes lots 
determine who should draw the amount; eometlnies the amount is let m 
auctaon when the needy man is mulcted by all the rest joining together 
and making the hid ns low as possible so that their dues for the instal- 
ment might he low. Good propaganda work hOit to be done in the village 
4to induee the small agriculturists to deposit their savings in the poskil 
savings bank. po^l savings bank even where it exists is not well 

known to the vtllagor. It is mostly resorted to, only in urban areas. Th| 
cooperative society with its provisions for the reoeipt various kip# 
of efeg^its, savings, recurring and fixed, offering higher rates of intfrest 
timn the post office prohaWy offers a better attraction to the inyfitor. 
^yefpment may ahio fnw » roniprehepsire set of nrtes In |%k 



5lt 

of itie diii^funds witli a view to that tlu« t^imn with whidb ih# 
cu1titrt»t and the artisan bii 5 and sinalh •to very familiar, is run an tound 
hnanetal prtneipies. A Rood deal of pro|>aganda a*ork will have to ho 
done before the aRriculiurist a'ho is ordinarily hard of cash, can he t«mp^d 
to invest hts money for long periods in postal cash cerithcaies, GororniiMMii 
securities, etc. 

•I. The agriculturist ^nerally aidb a good part of his produce at har* 
vest time res^^rving for his expenses during the year, a quantity which he 
can easily stc^k. He sells this front time to iiitie, as need arises and he 
spends it off almost immediately. Hence, Iuk surplus is mostly in ki^, 
in the shape of grains which he sells when he is in need of cash. The 
agriculturist who is only an agriculturist, has rarely any surplus money 
on hand. Hence he has no scope for investment. If occasionall}’, there 
is any surplus, he generally loii^ it within the village. 

6. Propaganda among the people to invest their savings in productij^ 
undertakings will l>e of value only after efforts are made to develop the 
prckluctive capucitv of the villager. At present, far too few amon gst 
rural population fiave any surplus to inY€?«t. tfntil facilities are offered 
to the agriculturists to take to some supplemental occupation ^ 
increase ^eir earning power, propaganda work to promote the Investing 
habit among them niay not hoar much fruit. 
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/. — Agricultural credit and credit iaciliiiet for small industries, 

1. For agricaltural purposes ryoia require imiiiodiate credit from co- 
operative societies. But these s<K*ieties are not <ihto to finance them imme- 
diately for their urgent agricultural purposes. So they get loans from 
howcars at abnormal rates of interest, i.e., 37 J per cent per annum. At the 
time of cultivation after due w»aHonai rains, ryots require loans for the pur- 
chase of manures, bullocks, etc. After due intimation to the »(K‘iety by tlie 
members of their nec’wssity, a loan apjilication is prepared and sent to the 
district bank through the su|iervLsiiig union to get the amount sanctioned. 
It covers at least 15 days to disburse a loan to a society. In the meantime, 
the purpose for which agricnilturists require loans is lost and so he is driven 
to tne necessity of going to sowcars to get loans at 374 l^^r cent per annum 
repayable in 4 months. This b<?ing the case, there is no diffei-ence between 
a village where a co-operative s(Kiety exists and whore it does not. 

On an average 2 crores of rupees may be required for agriculturists in 
tile Haiern district. 

Nect^ssary arrangements should l>e made to disburse loans to ryote with- 
in 2 days of their asking a loan, I'o facilitate this there should be a 
bruncli of the district bank or a transmitting agency s<Kiety at the head- 
quarters of the supervising union, Jf only these are clone co-operative 

societies will prove useful to ryots. 

In some cases loans issued by eo-operative societies iirove bad, wJioro 
Government have graiitetl takavi loans. Duririg Kevenuo sale ot the lands 
mortgaged to co-operative s(x*ieties, in some cases, the sale amounts are 

considerably less tlian the amount due to the society. If this oc^curs, orders 
for resale sliould i>e ordorcxl. The Kevenue authorities should treat the 

amount due to societies as their own. It takes a good long period to 
execute a decree through the Kevenue Department. To mininujse delay 
and avoid Joss, Government should invest the supervising union or the 

district bank with the powers of execution. 

2. Agriculturists get their produce during the months of January and 
April. They at once take them to the taluk centre and sell them at a 
low prit'O to the commission merchants for their immediate expenses, i.c., 
kist^ family expenses, and clearing off prior debts which were incurred 
during tile months of July to Deceml>er for their household expenses. 
Some well-to-do persons sell their produce in July and August at a little 
higher rate. The produce got in the dry lands are utilised for their main- 
tenance ill the meantime. Ordinarily ryots do not sell the produce realiaod 
in dry lands. ^ 

Granting of produce loans to the ryots will l>e very useful. But it would 
reipiire heavy establishment cliarges and c^ostly godowns. Persons will not 
coine forth for managing unless something substantial is paid to them. 

At present the money due by societies to the district bank when 
romitted through taluk sub-treasuries causes much delay for the amount 
to be credited in the accounts of the bank. The restriction that less than 
Bs. 160 will not be taken by sub-treasuries should be removed, as it 
epabies a society to temporarily misappropriate till Rs. 150 is collected. 

Hundt system is not prevalent in these parts. 

3. (1) The value of wet land per acr6 where paddy is grown varies from 
Bt. 760 to Ea. 1,200. 

(2) Tobacco growing well irrigated lands vary in price from Rs. 1,000 
to Rs. 1,600 per acre. 

(3) The price of an acre of land where chillies, onions, ete., are grown 
is as yioted ui No. 2. 



wuuki not like io lose their lauds sinij>]y far the uou»pi^iiieiii of 
kist. 8ev6uty^Te per cent of the value of land is realised in oourt saks 
Ninety per cent of the value of lauds is realised in private sales. 

4. No land mortgage hank exists tn these parts. Unless the district bank 
be permitted to grant 12 years loans to societies as before, ryots a* ill 
suffer very much tor lung*tonu purposes. Uoboutures could not lie ffoated 
ill this area aud as such no land mortgage bank could work ott possible lines. 

Properties mortgaged to co-operative sociotios by Muhauuuadans could 
not be asc*ertauied wiiether they belong to them alone, bcM^auae in c'ertaiu 
cases, they enenmiHU' some ot their properties during their marriages as 
*Mahai\ The society is not aMc to asc'ertuiu which pix)j>erti«« arti 
encumbered l>et*aiise the mahai is not a public iwoixl. Wlien the defaulter 
drives* the scK:‘iety to go to <‘Otirt. litigation come>. The wliole pmperty 
mortgaged to tJie six'icty proved that it dm*s not bidong to him acH'i^rduig 
to Muhamniadan law. 

ll n Ixirrower in a co-operati\c society wiltull^ oMvdes pii>iuont ol Ins 
duti?» proiH*rly, the chuigC'. incurred by way of collection, eximtidiiure for 
arbitration and execution imist Ih> Imme by him. Unless there i» some 
pressure on the borrower tcj lepuy the amount, bo will not lepay the duos 
punctually. As at ineseiit, the rules and regulations do not i>ernnt to 
rec'over the amount duo, imniediaioly as a borrower defaults, lie volun- 
teers hiinseii to send his case tor arbitration and Hcvenue exocuiticm. It 
i> un-c‘o-operati> e to utilise the savings ol the punctual memlici's lor 
realizing the amouiitii due by dc*faultc?rs. 

C*ultivalion ol lands cominemc*s liom Sc'pteinbcr to November. It there 
is suffiment rani in St»i»teinbci the whole lands are cultivated within 
HeptcmlK*r. it tlnue is not sufficient ram, cultivation prolongs till NovemUir. 
For cultivation exiienses m SeptemU^r agricniturists require money urgently 
lor the purchase <»i cattle', lor the nd\ anc'o to Ik* given lor labourers lor tho 
whole year, cost ot inatiuie, costs ol ploughing and other iKHS'saury expendi- 
ture sucti as cost ot sc*c*dlmgs, etc. i he> ask lo;^ns m societteb. ^liio society 
could satist.v their wants onl\ at lei 15 or 20 clays, Tho period iukeu for 
disbursement ol a loan is us lollows. — 

Four da\H lor pixqianiig loan upplic’utioii by the su[Hjrvisor after duo 
intiinaiion to the luiiun and ohserving tho nec'c.^ssities such as ovordues by 
the paiichayat to the society and overdues by the scKicty to tho liutik. 

Two days lor the union to sanction by circulatiuii and despatcii. 

Three days tor the district bank to sanction by circulation. 

On© day lor intimating junction to the society. 

Two days for registering and roturnjtig the pro-note to the bank* 

Tw^o days for rc*ccivmg tlie loan irom the bunk. 

Two days for disbursement after getting pro-iioU^w executed by pariioi 
to the society. 

*So, on the whole it takes at least 16 days if loan is to Im disbursed to 
members urgently. Jn the uieautimo the purjiose of those wko do not 
wait for this loan is otherwise served by receiving loans from local sowcars 
at the following rate of interest: — 

To cultivate an acre of tand^ an ugriculiurisi ro(|uires both grain 
and money in tho proportion of 2 to 1 resj[ieciiveiy. For these exj>onses he 
goes to the local sowcar and geU a loan on these conditions : — 

(1) If a ryot wants a loan of its. 100 from a sowcar for a period of 
four months, he executee a pro-note for Ks. 100 at Ks. 3-2-0 per mensem^ 
At the time of patient of the loan, the interest for 4 months, i.e., Rs. 12-3-0 
is deducted and b© is paid only Ra. 87-8-0, At the end of four montbi» 
the ryot should repay m. 100 to the sowcar. If the amount is not repaui 
another Rs. 12-8-0 as interest for ^e neact four montlu sltould be Mid* 
If this also is not paid, the pro-note is sued on and the amount reoove^ 
wiOt interest. On the due date a cooty is sent for collection. If iha 
amotint is not repaid, the wages for the cooly, i.e., one inipee per visit k 
recovered from tho borrower. 



^ if m agricttlinrisi wnitiii 100 Ifadms iii6*«iam of pidkl^r. bi is 
sopplm witii it on condition tlmt bo imsys in four months 180 MnAns 
measnm of paddy, iho excess oi 50 Madras measnm of paddy being the 
intomt for four montlis. For this purpose he executes a pro»note to the 
sowcar to the ralne of 160 Madras maasiifes of paddv at S7) pmr tmi 
per anti um. If in 4 months 150 Madras measures of paddy are not repaid, 
the pro^notc is sued on and the amount recorered* 

Oirtnu to the societies not satisfying the needs of the growers at atl 
times, they get loans from sowcars at abnormal rates of interest. Owing 
to much pressure they clear the outsider’s loan from their income. 
Consequently, their overdues to the society increase. The society wuld 
not realise t)m amount as the local sowcar because of the ^int respomubility. 
If Hie office-bearers of societies are giyen a sulisiantial sum either sn 
honoraria or as monthly salaries, accordiim to coll^ions, enthusiasm will 
bo greater, overdues to the district bank will be minimised and the societies 
will work on proper lines and the needs of the members will be properly 
attended to. 
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/. — A^rimltural credit and c$*edU facilities far email industries, 

1, The present system by which the i^rieultiirist in them parts obtains 
Anaiioe for expense during cultivation is by liorrowina from eo-operatiTO 
s od e ii oe, from individual jankers and money-lenders by pledging jewels, 
by execntin|c promisBory notes, etc. The money for piiriHMes of capital and 
permaiient imppovementR is got from the Government through the Bevenne 
Department or by hypothecating immovables to co-operative societiea. The 
money needed for special needs is obtained either from mone>*ed men or 
co-operative societies. The rates of interest charia^ are 12 per cent 
normally and moro in sptnnal cases, the |>eriodK varying between one year 
and three years, the interest in some cases Iwing paid annually in kind, that 
is, paddy and such other pniducts. 


It is only co-operative societies that play a very great and useful part 
in the agricultural finance of the district since the access to these societies 
and the process of getting money from them are easy enough from the 
ryots* point of view. The loans that can he obtained from Government 
tbrougli the Revenue Department arc not easily available to ttnednenied 
ryots. In rural societies, very often, it is one man^s management who, if 
he toms out to l>e selfish, docs more harm than good to the ryots. The 
comparatively low rate of intesrest offered by tlie societies is taken advantage 
of by the exe<*utive in certain so<ietieN who raisi' heiiami loans for the 
purpose of lending the amount at a higher rate of interest to members 
w*lio are unable to repay the loans to so<'ietie« in time oaring to failure of 
crops or other unforeseen circumstance.<i. There is groat room for co-ordi- 
nation between the societies, hupervising unions and credit ngencic^s such 
as banks, etc. The loans should lie made available to ryots na soon as 
they require. • 


2. The principal product that in lieing marketed in iliese parts is cotton 
which is being purchased and ginned by the various fonMgn agencies here. 
The middlemen or brokers play a great part here by taking advantage of 

the ignorance or pressure for money of the ryots. A good deal of benefit 

may be conferred on the ryots by starting oo-perative sale Mx^ieiies am the 

one at Koilpatti in centres like Virudhunag4^ and other places. Other 

products such os coriander, cotton see<ls, chillies, etc., arc being stocked, 
part of the money required lieing raised by offering the commodity as 
security to individual hankers. 


Hnndis are no doubt prevalent in these parts, hut all of them have to be 
cashed or exchanged only in big centres like Madura at a discount of one 
or two per cent as the case may fw. Thi»e huiidis or bills must lie made 
current throughout without any discount in the face-value. Hundis are 
sofneiimes paid on presentation or after a certain ]>erfod from the date of 
presentation. 

3. The value of land |>cr acre in these parts varies from Es. 500 to 
Ba. 3.000, the crops cultivated being fodder, cholmm, ragi, cotton, jpaddy, 
elc. Tlie land woukl fetch nearly 60 per cent of its actual value in Govern* 
ment auction, 75 per cent in saUis by court de<'i*ee and almost the whole 
amount in private negotiation, 

4. Tliere are no land mortgage banks in these parts; but they are a 
hi«g4elt neoessilf since long-term loans can be made avatlidile to ryots 
only by starting land mortgage hanks. The financing of such banks sliwld 
be by means of deposits anil bans from central banks in towns. 
central bank may be financed by getting deposits, loans from Oovenunent 
and debentnre bMds. 

3. The agrtouHurist, in the absence of such banks, gets money by 
hirpolbecatiiig the lands to money-lenders who finally beoo^ ^ ownora 
if tboae buids and the farmer bmi^; deprived of bis bad boeomes a 



eitlifirator am! loaas the inGentiro to produce more by improviag the land. 
The intereei on iheite long-term loans ranges fr<»n 9 to 12 per cent compound 
interest. In some cases, the money-lenders refuse to ialm hack the money 
before the stlpnlated period and in instalments. In caaes where the property 
is two or three timea worth the money for which it is hypo^iecated, the 
money-lender keejpa quiet without eror demanding the debtor for money 
with tlie wilful object of appropriating the land for himself. These defects 
can bo safeguarded against only by the institution of land mortgage hanks. 

Loans are often raised for payment of earlier debts, marriage and other 
soctial functions. pa>mient of land revenue and education of children and 
chiefly by rich landowners for agricultural purposes. The average need of 
a ryot will come to nearly Rs. 300 per year. 

6. The chief industries are spinning, wcmving, rope-making, getting 
fibre from aloes, cattle-breeding and basket-making from palmyra leaves 
and fibre. The products may lie pooled b^^ co-operative agencies and dis- 
posed of by them at a profit to the consumers. The c?o-operative societies 
should further advance money for enterprijw^s of this" kind. The fanffers 
when they have no work iiiight lie employed in land improvement schemes 
such as sinking wells, digging channels and other spade work in fields. 

7. There is practically no connection lietween co-operative banks and 
other banks — the Imperial Bank, joint-stock banks, etc. The farmers rarely 
get long-term loans and many of them Ivecome defaulters simply because 
the time allowed to them is not sufficient to enable them to repay them to 
the bank out of the small profits tliat they realize from the produce every 
year. Again, money should Iw* made available to people as soon as tliey 
requii’e : but as it is, they get loans nearly .a month after they apply which 
is like feeding a man when ho has lostjiis appetite. The forecast system is 
not of great use. because unforeseen expenses are oftcm inexirre<l. By-laws 
should be framed in co-ojierative societies enabling them to lend money to 
members at oncT on the pledge of jewels, chiefly of gold. The central 
banks should advafit« loans to societies on pro-notes from societies without 
insisting on registration in the Sub-Begistrar’s ofBcc'. This would lighten 
the work of the societies and of the Registration Department. 

77 . — Indi genous ha nking. 

Indigenous banking is practically of no help to agriculturists who arc 
imillile to pay tlie high rate of interest from the profits realized from land. 
It is of some use to traders who are able to make large jirofits sometimes. 
Indigenous banks are chief! .V transacting business with the Imperial Bank. 
Indigenous hanks both in villages and towns have much capital which is 
not being dishiirscxl for want of sufficient security or on account of the 
high rate of interest. It is further a question whether indigenous hanks 
can he profitably linked with other lianks for the benefit of the p<H>ple. 
Many of them do not lend except on very sotind se<urity for fear of litiga- 
tion and the incidental expenses. 

7/7. — Invent mrnf hahit and aftyyirilon of rapital, 

1. People of average income invest their savings in making jewels. The 
masses must be educated in the principles of savings even though they 
may be small. The institutions which encourage saving are the permanent 
fund, chit funds, insurance c-ompanies, the post office savings bank, co- 
operative societies and banks, etc. There are facilities enough for living; 
hut the people should lie taught to ti'.kc advantage of them. It is only 
iieople with much intHime having regular monthly disbursements that invest 
m these banks. The labouring cla-sses should be made to save at least a 
tenth of their income. Postal cash certificates can lie said ^ compete with 
the Imperial Bank and the joint-stock banks Hut not with co-operative 
banks in attracting depasits, 

S. The agriculturists do not make use of tlieir savings in a particular year 
by way of investment ; but spend it in jewels and in marriage expenses, 
ft is only those that have a large surplus of income that invest in the 
purchase of lands or their improvement. 

4. The cheque habit is grow ing in importance and it is a nseful instritiilent 
in the hands of the Government, banks, etc., and does good to men^ants, 
Government employees and co-operators. 

5. Banking and investment habit in India is indeed of slow grdvrth and 
propaganda by means of advertisemmits and opening of i^Iditional bi^ikl 
will be effective, in bringing the dei||ed reenit; 
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i. — AgncxiHvi'ol crtdif and rredii facditirs for fniatl xndiMirtet, 

1. There w no legular but every ryot who nH)iurc8 money for 

the various |>urpo6e»i iiiclioatefi in the iiue^tion barmw» from the nearest 
money-lender or hanker: and latterly, from the e<v4>perntiv«^ sorietiiHi, 

The interest t^hargoil varies from 12 to 21 per r<*nt poi' unnnm, exe<s|if 
in the ease of eo-o|>erntive MK*ieiies. 

The part playwl by Government in aj^rieultural finiuuM* iv int'onaiderahle, 
the only provision made f»y (*overnment beiii^ under the Agriculturists 
fioans Act, whuli provision, bouovt'r. is not so frtsdy ntiliaed a« it might 
l>e, owing to a variety of enusfs. Th»' Imperial Hatik is of no help dim'tJy to 
agrieuliurul ryots; hut the joint-Htmk lianks ami co-opio at ive hanks and 
other private' money-lenders do finanee the ryots. 

The (ioverniiient mav affoid gu'aler tmilities in advaming agtieuHural 
bmi)8 ; and the Imperial Hank may also help agrieult nnst^ hy making 
lilwrul advances'. 

2. The <‘hief crops of tlu* distiic't are now iiiarkettsl <*hi<*fly in hig 
ceniret* where there is always a demand for them fiom mitsiido inerrhanta 
and agents; and also in the varif>us weekly inarkr'ts of abieb ibis dintrict 
is full. 

Co-<»perat ive effort in maiketiiig the pnahicc <erfainJy desirable; a 
fn^ginning has been made in this direction b\ the ( "o-t>pcrat ivi* Department 
which has sfart<»<l a few tra<ling soeieties uhich «olhs*t the produce of it».i 
ineinlKOs ami make adxamcN on them and wait foi a jiroper season t<i 
profitably dispose of them. An evfensmn ol tlie s>slefn is ilesirnblc. 

3 The \alne oi wed lands m irrigaUsI areas langivs from Hs, 2,000 to 

Rs. d.fXK) nil iicre ; ami drv ciofi lands from It'*. *?()0 to Its. 1 (HPO jicr acre. 
The rist‘ ui the value of lamls aiose fiivt in eons<s|mmce of the Arbntbiiot 
cra.sii ill ItiTifl, as it shook pnhln* faith in ili'pesitw in banks, and indmsHl 
l>iH>ple to go 111 foi a saho ami imne p<'irnam*nt invest nu*ut in laiidw 
During the uai, the pi iees l•os<‘ still fni tlioi i>wing to M-arcity ot money 
and mlvancs* in ]>n('Os of pn»doc<*; hot doling the past f«‘w yt'itis, a down- 
ward course has come in, 

(a) Lands sold for arrears of rev<'nne genemlly fel< !i a \eiy low priis' 
but siK’b sab's ar<‘ very infnsiuent 

(f/) In <‘ourt sh1o< tln^ full value of tlu< lands is not s<s urt'd owing to 
cloml.s on titles and want of suffi<'ieiit bidders, but in private salcsii, landM 
usually fetch full value. 

7. There is p!n<’ti<'al!y no touch and no i mnpetit ion . betwet*n tluv fH>- 
o^Ksrutive banks in this distiict amt other banlcH (*xeept in the caKc of the 
Inipi'rinl Hank wbirb has Iith'ii allowing an ovtodrafi to the eo-operative 
bank. Siiiiie joint-stm'k banks in the town kcM'p current account with the 
<o-operative hank, <*hiefly for their <*ofivcnienee, but the ^•o-operativo hank 
IK not really lH*nefit<*d to any extent thereby. 

• Though the joint-«t<Kk hanks in tbi« town (of wbicit this town alone 
(HWisi'SNes an unusnal numlwr ol about seventy, ami (be whole district about 
130 , ill is iKung tlie only town and district, in tho Presidemy p<»»»OHiiing 

such a large nuiniH'r) geiierall> offer a higher rate of inloreKt on defioaits, 

Utc co-ojx'ratn'c hank is not Lstdiiig the coin)>etition as it alwayw attracta 

dopoaita, though at a low'cr rate, up to itw maxirniifii Iwirrowiiig power. It 

is doubtful if it will continue to attract more depoKiis if its tniixittiutn 
borrowing power is rai«e<l. 

If public and trust nnmoyh uri* allowed to be invested in the co-ofMUative 
bankfi, it will be a Kul>**tantial help Ui the c*o-ojmrative movement. 

m.- fere#/ ouftf and affrarfain of cajataK 

1. TW growth and e^istciicx* of the uidhU in the Province has cmxniraged 
hahitK of luiving and investment among tho public. 

The post offico savings bank alao coniributoii facilities to a largo oxtent. 

Bnt Uie interior Mtiallor plac^w have not got ifie roquirod faeiliiioii. 
The co-operative so<*ietieH in ««uch plaeoK ought to be mad# to attract iMVf 
oapitgl tlMwiis. 
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Written of MJUBr* V. O. KAifOASWAMI ATW^mi; 

Zftui, Myli^pore* 

Otncral, 

TIm^ uiifeWoi*» 1 ttiii to the <^iie«itoiniiairo isnued by the Provineiitl 

baukittg eiMjuiry coiiiinitieo apply generally to the ^\lK>le Proviiiee ot Madras, 
and p€KJulmritiei» prevailing in any particular di^^trict or other limited area 
in th© Province are not noticed. 

Tlie c»bject of hanking is to mohili».> crcxiit fur tin* puriKiw of financing 
the prodnetive industries of the country. In India, and particularly in 
this Presidency, agriculture in the most iin|iortant productive industry*, 
both as regards the extent of its o|>eratioiis, and the numlH^r of people 
engageil in it. The prohlein of hanking heii‘ is how t<» fiiianis* the 
of the agi ieulturisls. Owing to the {leeuliarit of land tenure and the 
Jaws of inheritanc*©, the tendency in for land to l»e lut' up into sinat! and 
even iiniH*onoinic holdings and consequently, the |>easant-propri©tt:ir is very 
often not ahio to Boeuro a margin on the yield of his land, after incM^ting the 
expenHOH of cultivation and of his own livelihood, to put by enough tnoney to 
hnane© the neeiln of the next .season. He is almost always in ncs-*d of accom- 
modation, and tho sourci^s which he could gi^t at for this UissnnnHKlation at 
present do not make for his prosperity. Ho has to pay an iinconscionnhly 
high inime.st, and the vagarii^ of the monsoon and t!»e market whi(*h is 
cKSontially international, make umertain the piwsihility of his ever repaying 
the loan. Th© dehUload is ever on the increase, and agriciihtiral prosfM^rity 
IS alowly but surely vanishing. The Agricultural Commission have dealt 
with one uHpwd of the problem, by advocating ineaKures for clicking 
fragmentation of holdings and for promoting the enriching of the soil. 
It is the duty of the Hanking Enquiry Committee to re<ouimond sound 
measures for the organiKaiion of effieient agenci**^ whmh will make avnil- 
ahl© to th© smalt agrlciilturisis. short-term loans at cheap rales of interest. 
I bold the view that this could only bo achieved by a careful and metlifnlical 
expansion of th© co-op©rati\e institutions. Private bankers and most of 
tho ioint-stock hanks are more aiixiouH to make their proftf as largo as 
fKiaaiblo tIioi*oby cnishing the borrower, than to facilitate agricnltura! 
operations by fair and iMi.sy terms of criH:Ht, whicli really liiako for national 
prosperity in tho long run. The only State aided hank in tho countiy has 
no touch with tho agricultural i»4»pulation and its vast resouiws are unnvail- 
ahlo to it. Tlio exchange hanks also do not cun(H‘rn tho!n^olve>: with this. 
Co-<q>orntive institutions, thoreforc*, art' alone capable of solving the )n*o!»l<‘iii 
of rural iudobtotlnoss. 

Tlius, in iny view. tho uiaiii, if mU tho only business lH*fore the 
Committee, is to dev iso measures ft>r tho ^‘xtension of the <‘0-0|K‘rativ4- 
inovemont. and to elevate those insiitnt’ons with a M*oure position whoiN* 
they would not have to fear tho eom]H*titi«m of the nnsyrnpathetie ]»rivati' 
Haiikors and joint-stiH*k hanks. There is no otlu*r Nointion that suggt^fs 
itself to mo. But I must admit that a sound .system «»f eo-oporativo in.sii- 
tiiiions |>i’o-sup]>oses a standartl of edutaiion, etlieiency ainl iharacter 
whioli is ia>rhaps lacking in tho tsniditions of tho Presidenoy to-<lay, TTntil 
these could la* ou.suretl. the existing ei*e«lit sourfs>s hav«» to rigidly eon- 
trolled and ahusos of finatieiul jmwer. euriaiU»d as vigoitoislv as possible. 
I am in favour of stringent law.s. to restrict the rnU^ of interest up to a 
limit, to ooinjiel ovory^ tierson or laaly of jiersons carrying on hanking hnsb 
ness, to keep aooouiUs in aptirovod ways anil to ny»uire tiioin to publish 
their balance sheets imrio/lierdlv. The investing pnhlio. as well as those 
reaponsihle for the financial |>olicy of the count ly are iinnn*dintely iuterested 
in these measures. 

I desire also to add a word aliout the investment habit. This habit is 
deehledly gaining ground, as evidenced bv th‘e hug© leaps in the amount 
of libpoiits in th© various banks. But it must bo rememliered that large 
feeonires are still untaoped. The mnsen^a tire-minded people, and those 
aT«e the well-to-do people of the country who have any money to invest, 
are still shy of trusting banka as such. It is not unusual to find even a 
lakh of rupees in cash lying in safes or buried under earth, in the 
houBes ©I riA rnral landlords. The Committee has to suggest ways of at- 
tmetittf theae large idle resources, so that banking in its real sense, may 
bfome 9 nniimsal faatuia in this cm^rntry. For, idle money, monegr not 



curcaUtuiis *ad not t'uiioiioaiiig, it to rnudi wergjr locked ap endb tritkoiii 
utOi wkiki eiw^rsr eerre of e netioii ties to he ttrtined if it it to IteM op 
tit head in a highly competitire age. 

L — Agriculiuntl cmiti anti vrtilti /onlifira far small tnAusfries 

1. The agrK‘ulturi6t6 in the Ptovincc of Madras gouereUy obtain finatioet 
tor cultivation oxmn>oJi mainly irov money^leiidor^i in the village 
They either obtain loans in caah or if it in for seed purpoeee, they bonw 
in kind^ undertaking to return a dehnite quantity ot the grain soon after 
harvost. This generally ct^sta the ryot heavily lor he has to return a much 
larger quantity of grain than be bad bori<ev»»<l for seed 2 >urposes. The 
rate of interest, if eonquitinl in money, al limits goes as high as 80 to 10(1 
per cent. Regarding ea|)ital rwjuiied tor periuaiiont impt'ovementa to Kia 
estate, here abo he generally looks to the i iliage money-lender for acooiu> 
modatiou and it the amount btipiauts to U' realty ronsiderabie, such loan* 
arc aiwajd given only on the mortgage of the iaiid tliat the cultivator oatu 
The rate ot interest on '-mb lno^tgI^g<'^ generally depends tqHm the amount 
ol lean taken by the eultivator. It ranges n .* uni per rent 

Even for the paymfnl of the land reienue and to ktep biuu^eJi going in 
times uIh'Ii IIk' inonMxui fails. In* bMik^ to tin* village money-lender or to 
the 1 ilittgo .Hhojv-keener. In the case, namely the village sliop-k<H*pi^r, 

nhen there is a failure of monsfMm, he goes for the piirehase of tlio neces- 
sities of life. In the orguiiiration of the ludiiin village, the village shop' 
keeper is not only a sfjop-kee[W'r hnt is also a pnrehaser ol tlio prmiuco of 
the land. .^Iso tn a eertuin extent he play.^ the 2 >arl of a petty banker to 
the village lolk. In Ins eomhiinMl rajjneity the village shop-kmqior wields s 
great deal of indnemv and j>owcr over the eultivator. The rate of interest 
elmrg«Kl by the shop-kiejmr is gi'iierally 12 i>er <imt in the largo mujority 
ol the villages in tlu* l^nivima* If thv^ loan is given tm the undei'standing 
that the eultivator i.s t<i sell his produce at the next liarv(‘sl to iho shop- 
koejHM’. then I he ran* of interest geiu‘rally far <*xefMslN the 12 per coiit that 
IS charged lor cash adNnuei.s. In eortain <a>es tin* r/itos rea(li aa high ns 
.i6 to IH per irnt. Of (ourse for all loans lH\voiid Its, !(Kf or Ihs. 200, the 

village nioiiey-Iemhr gem*tally takes ns security a mortgage upon the land 

of the eultivator. Advances on standing croj)^ have got to la* eonsidere<l 
on the kind of crop^ that ar(‘ grown <in tiie land. Industrial crops generally 
attract the big sliippers of such crops to foreign <'ountrics, who through 
their organized ramili< aliens always siiccixjd in advancing not only on 
>tauding ero]»s hut on future crops also. At the time they ativance money, 

I hey fix the pricf^ of the crops to Ik* grown by the cultivator, and at harvi^t 
time the crops are hand<‘d ovi i* to tlicin, at that ijrifsv In tlieir avidity 
to get ready «*as|i. the cuUivator> arc liandii appisl on aeexnint of the fact 
that the exporting hon>i*s and their representatives fix the price s^> low that 
ihe vlifTerence hetwtvu tin* rate agnvil to hy tin* (ulliviilors and the rato 

that prevails in the market is uuluvourabh* to the latter. If tluH difference 

is fxirnputed as interest, I Inlieve it must vork to a very high penjontage. 
But, 1 am uiiahle to give the exact or even an approximati^ estimate <»f the 
probable rate. 

The part played hy Governmeni in iinaiicing agriculture is to he gathered 
hy^ a referemc to tin* Land lm|n*ovement fiounw Act and the Agricul- 
turists Loans Atit. It is only under these two Acts that Government 
undertake dire<‘tl\ to llnanee agriculture. Opinion is goriorally hold by 
those who are in loucli with tliis question that these loans granted under 
dircH'tions of the Revenue l)e|>aryrieiit do md . as a Fact, greatly lumefit the 
agriculturist. 

Tlie rmi>erial Jiaiik of India d<K*s not directly finance agriculture in 
this j^rovinc-e. The oidv way in which it may be conaidored that the Impe- 
rial Bank of India helps agriculture, is hy taking into cotiBideratton w 
advance they inuKC upon produce. 1’his is generally mad© to big tuff* 
chants and land-holdoite in tlie diKliicts, Of cuurae the big merchant nr 
the landlord plays his part in the movement of produce and in hia routida 
for collection of produce, he makes his own advances to the produoers* 
llie Iwdp rendered hy the bank to snch merchants or landholders eaniiat 
l>e aaid to benefit agriculture ext*ept in a very indirect and remote wtij*. 
Th© joiuLsioc‘k hanks also do not coinc directly into touch with the 
meiority of the agriculturists and us such do not oontrihute in any tengifiie 
way to advance agriculture. I may perhaps mention hero that the eiv 
operative banks in the province are the only organisations that have itty 



diroet d«uliitgi^ with tlie agricuiiurthti!». The ruaui Uuniiiesa of ibe co-opermiire 
banks is to mobilise capital for being lent ont to the agricnltnnsts in 
the primary societies. 


J/ie mdii/etwu^ hiink4. 

Uu<k»r this terni we may include the Chetti bankei^, tlie Mulianeea, 
OuKorattis and Marwaris and the Nidhis. 

Tlie Chotti bankers* nuiin business is outside the province, except in 
a few cases where they purchaM? produce in bulk for export. Tliey gene- 
rally come iir inifnecluitc contact with the agriculturists. 

'rho Multainrse bankers nmiuly <-onfiue theinselvcw to discounting hundis, 
iuhancing upon goods in comincnial towns and also make advanoea to 
merchants upon their bills. It is nut known whether these bankers ever 
care to extend their financial help to the agriculturisis. 

I’hc GusMuattis and Marwaris mostly live in hig oonimercial towns and 
(ho chiol cities of the ])rovince and have no dealings with the agricultural 
community. 

Tho iiidhis are pciuliui to the Presidency of Madras. They are credit 
institutions in Iovvijk whicli help the iniddle-f^lass men in a great variety’ 
of ways. It luolnlises caiiital mainly from its sharefioiders by way of a 
definite monthly contribution by each one of tlm shareholders. They also 
accept deposits from them. 7'hc rates jmid by tho various nidhis in thia 
Presidency vary from fl to f) per cent on the contrihntions made by tho 
inettibers. 

7'hosc instdutions advance loan.N only to their sliareholders ; hnt in fioine 
oi them, owing to large accumnlatitni f#l capital, they have found it nocea- 
sary to f'Xtmid ihc' loaning laciliti<*s t<» non-sharehohlers Loans are 

given as lotlows ; 

(1) On the seeiij iiy t>f the paiil-iip ainoiuit of the eontribui ifuis, 

(2) o»i (he s('curity of the rh'ixwits made hy I Ik* meinbers. 

(d) on the ple<lge of jewellery, and 

(4) cm the mot tgage f>l residential ))uildings and buildiiig-sitos. 

I'hese ins! i( tjtioiis )ia> <’ f out i ibuted greatly to the saving hahit ol tho 
middle-class imii. They are also, to a great extent, helping their ineinbers 
U) put np buildings for their lesideiiec*. Hut tliere is a groat deal of 
difTerenci* in tin* ^^o^king methods of the vaiions institutions. All those 
institutions have* been registered under the Indian Companies Act, but 
roronily due to a jinlic'inl pH)noniK*«*menl. tliese institutions have lH'*en pro- 
claimed to )>e illegal, since they go against the provjsioiis of the Indian 
Companies A('t. As the institutions are pt^todiar to tliis Presidency, it 
may not Ik^ jaissible lo amend the Coiupani<‘s Act whieh has force through- 
out India. Sj>ecial l(‘gislation may haAc to Im* made place thc.se insti- 
tutions on a legal ha.si.s. Funher, propor legislation lias also t«i Ih:* made 
for tin* eflici«mt ivorking ol thcM* institutions. 

Af*cording to il»c iiiformaiion availuhle, it is found that the total area 
of arable land in this Pjesi<lency is roughly 1 crores of acres. Putting 
it at the lowest the eidtivation e.vpensi's lor each atue is Its. 10. 10 crores 
w’ill therefoie he rCHpiircd for advances toivards cultivation ex[ienL8©s. 
Added to this, it is luMossary to relieve the cultivator of the dead-w'eigUt 
load of prior indebtedness. It is riuighly cstiinatefl that the load of debt 
may bo (‘Oinputed at not less than P.s. KK) ( rores. So in all, it will require 
anywhere lietween Rs. lot) to Ks. Ido crores. if the debt prohlem of agri- 
culture is to be tackled rvitli success. The l^esidency esm tains 36,f)00 ryotwari 
villages and we have to add to it ilw zamindari villagers also. So the 
probioin of agricnltunil lintmc't^ is of the first importaiU'e to tho wdl-lieing 
of ill© country. 

The dofecis in tlie pi'osent system.s of fiiiaiiee of agrieulture are very 
rtttfny. Tho hrst and foremost is that the eo-oporativo movement has not 
even kiuched the fringe of the agricultural needs. There are a large 
nninher of villages in which there is not a single 8o<*iety. The snaiPs pace 
at which the movement is progressing. make.s one doubt whether in the 
near measuralile future, there will l>e suffieient expansion of the move- 
ment to help i'very village in the pi-oyinee. The appalling ignorance and 
illiteracy of the cultivator is a standiag bar against quick and ei^cieui 
expansion, No steps have been taken either by nou-officiai agencies oi* 
by the Ooveimment to educate the large masses of the agriculturists on 
the root principles of co-operation. 



«xpAtmicm of the <^>-oporattTe mo%*oiiietit isk inoxiricaVil.v ititx«<i with 
iM^unci oo-operativ© ednciition and propaganda, any sudden expMftion 

of the movement will spell disaster. The hnaiuing of agriculture by 
private iuoney-lender>i and other agt'iicitw have tins defect in cominau, 
namely, they ai*© not iuterosUHl in the uplift of the agricultural 

tnaaaes. The private money-lender generally looks to the safety of bis 
inyoBtiuent and in vc»r\ many rases, the transaction is entered into udtli 
the idea of appropriating the agricultural land for himsedf. What with 
th©^ nigfi rate ol inlei'cst chai*ged V»y Ihc'sr private inoney-leii<U*r.M and the 
desire tc» grab the land, tin* serviei^s rendered l>y tluv>c' agencies to the agri- 
enitural population aie t>f doubtful ntiliiy. 

It is paintul to note that there is a gr<*at dt'iil ot lack <tt ((i-oi dinaiioii 
among the various credit agein ios including that of the Govc*rivim lit ; ncHMl we 
say that hy proper co-ordination there is great sc<»pe l*n‘ unpro\ eineiit . 

2 . The [O’esenl nu tiiod hy tvliich the pritn ipai crops in „the pro\ iius» ats* 
marketed, differs according tj> the mituro of the crops. The method of mar- 
keting food crops and that ol ^snnmerciai crops vary. 'I’ln* csnnmercial crops 
arc largely sold to hig shijipers, who are c'HlahlishtMl in the port towns, 
whercH.s the l<M)d crops are sold to \vhoh‘-,alc )o<'ul m«*rrhants, If also 
happen?^ that sonic of (lu* iiidigcmons hankers like tin* Natfukottiu Nugu- 
rathai*s, also engage' tluMnsclves m marketing hmd crops, Tin* methods 
followed hy the foreign shippcis havi' aiieadv ))een cxplaitnsl m a previous 
jiortion of this note*. 'I lu* methods hy whic li the ftxxl crops arc* inarkoted 
are follows: - 

Snmll inert hant-> and village money-lemicrs genei allv puirhavc tin* 
lood crops on the fhvc'shing floor ami then transport them tt> the nenrwt 
market cennes for- sale tti llic' wholesale hiicej N. ']’(ie >\‘holes;ne hnyers gene- 
rally arrange with a <'<mniii-v^ion agent in tin* mnrl.i't centre tor (In* pnrcluvHC' 
of definite cpiantities of these crops. the' pni-clia.se is etlVeted the 

produce is t ransportc'd t<i carious place's in the' Ihe ldcmy and then goer's 
through the profH*ss ol rc'tail sc'lling tielorc' it icacln’s ihe ronsumer. 

There is a great iuture lor the- iiirtnation ol ol eommeis ial pro 

duels nu a <‘o-opera tivc' ha^is. ^I'hc* pooling is likely to ieatl to grarling 

and in its turn will le-ad to hette'r prices to (he prodmer than un<le*r tin* 
existing < findi I ions, d'he* e i e’dit tae ilities nov\ availuhle lor ihi* advanee 

against produce <luring marketing is very limite'd and a> such kcH'ps the 
producer nmh'r tlie thnmh of tin- village* im>m*v-h‘nder or the whole\su)e 
purchaser. Hanking facilitie's foi foia'igii trade* are* availahh* m a eeuii- 
parativel.v larger measure , than, nnlortunule !y, joi inle i nal I rade As 
already e'xplaimd, the* linj>erial Hank of India is not *liTeflly eemneeted 
or inieresteHl in tinancing agrieulturev Of eonisc it offors fmililic^s fOi 

adl^aiUM'.s on the* principal j>roduc«' »>! rhi^ Hre‘sidem\> to wholehale* buyers 

and larger liind-owners. The* large* elass fit im'iehaiiLs do not have* iin.v 
hanking facility and elne* to this, the rate ot inte rest cioirgesl to the*in in 
the pniee'sH of marketing is generally high, d'his portion of tlie hnHuie,HH 
is inainly atte*nde*d to hv the Nagaialhar hankers. 'I’he e xe liaiige* hunk »« 
mainly inte'n'stcd in aelvaneing on prodeiie that, is e'^jauieel to fe>reign 
(‘Oiintries. They mainly finanee* Kuropcaii men hams. Tlio facilities for 

in^jpirnal trade at presont, that are he*lpful to the piihlic, me* tin* post offiec^fc. 
the Multan is, the* liiindi merchants of Tinneve lly. a »<*n joint- dea k hank*» 
in ©.visteru*© and the* hraneh<*s of the* Imperial Hank of Imliu, Owing 
to the paueity of hanking organizations in many of the inufassal towuH, 
the question of tiansfe*r of 11111(1*^ fieuii om* town to another i.s .still a inatUu' 
of great difficulty. I'he only Migg(?stion for the* improvement of traiiKfors 
that T am able U> ejffer. is that the existing co-operalive hanks must under- 
take remittaner* of funds from one ]>la(e to another. 

Negotiable instruments l>Iay very little part in the internal trade of 

the province, liills are not cxtensivel.v tistnl by the meus'lianis in thia 
Presidency. The mercliants liave still to Im^ preijie*rly eduf’atod in the use 
of bills in internal trade. This will coiitrihutc greatly to their profits 
and facilitate easy financ ing of the movement of crop.*% from one place . 
another. 

The hundis that are curieiit in the country are what are cidloti Dhan* 
Sana hundis and Thavaiia huiidin among Nagarathar«. Even among the 
Mnltanese both kinds of these hundis are in vogue and in addition to 
these t-hey have anotlier kind of instrument called Snajog hundPi 

Hie Dhansana huudis are demand drafts payable hy the drawee of the 
bill to the holder thereof. 
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TK4T&nai Itundu are mance Hille haring naanee of any pariod not 
rr^iaoding six months. 

Shaiog hundi is a pocnliar instrament only understood by the Multan* 
bankers. The payment of such a hnndi is generally made to a well- 
known merchant or a banker in the locality and the ahareholder thereof 
has got to collect it through some well-known merdiant or banker. 

Regarding instruments indicating ownership to goods, railway reoeipts 
are the most common and they are generally made over to the bankers 
for advances by them. There is one defect with regard to this railway 
receipt. The Railway company delivers the goods to the consignee without 

f reduction of this railway receipt, on the execution of an indemnity bond. 

n certain eases the bankers have been deprived of the right over the goods 
on account of delivery on indemnity bonds. Arrangements must be made 
for the registration of the bankers* lien in the books of the railway com- 
pany and when ijuch lien is brought to the notice of the Railway company, 
the Railway company should be prevented from handing over the gooda 
to the consignee without the authority of the hanker, who has advanced 
money on the strength of the railway receipt. 

There are at present no licensed warehouses operating in the country' 
»o far as my knowledge goes. The system of creating licensed warehouses 
would greatly contribute to the movement of cropp and also help in getting 
finance on easier terms than at pix^sent. 

4. There are a few land mortgage bunks working in tins Presidency, 
which provide loiig-teriu credit for their members. They are organized on 
H co-operative basis and lend only to their inenjl>ers. A few' of these 
jnortgage banks havo raised their working capital by issuing delientures 
on the security c>i‘ the inortgages obtained by them. Only a lew' of them 
have sucf'ceded in raising <lcl»etitures. The only way by wliicb these mort- 
gage banks conld b<» helped is by organizing a c^'iitral land mortgage bank 
for the? Presidency at. the metropolitan headqiiarteix, wbost^ ftinction will 
be to raise debentures in the open market for Iwing lent out to the various 
[»riniary land mortgage batiks. Till then these land moi;|gage banks may 
not function .satisfactorily. It is neceasary that in order to make the 
transactions of tliese mortgage baiik.s safe, a rec'ord of rights and titles 
of owuK'rship is iuKtituted in each district. Foreclosure and sale must l>e 
made easier by proper amendments in the Transfer of Property Act, etc. 
The working capital of the primary land mortgage banks may generally 
be contributed from iunds lent out ti> it by the central land mortgage 
hank, which will raise debentures mainly for the purpose of financing these 
institutions, f am mn in favour of alloning these mortgage banks to 
take deposits. To start with, the dclK*nture tnnids issiud by the central 
biiaiK'iiig insliiution may liave a guarantee from the Government for the 
interest payable on tbein. The only .safeguard lor rbc protraction of the 
Government' against unnecessary loss is proper management of the insti- 
tution by a well-qualifu^l statf. f wt»uld also suggest the amendment of 
the Indian Trust Act Ui inakt* the dol>entnn^ issued by (he tvntral land 
mortgage institution trustee securities. 

5. As already montioned, tJie debl-loiul oi the amicultural cliii^s«*s in 
this Presidtuny is eHliinated at near a hundnHl crores. This indobtedri^s 
can 1k> Hscertaitied by iuslilutiiig a careful economic enquiry, and with all 
our tare, the results can only 1 k' nearly accuraU'. The major j>ortioii of 
(bis debt is due to pri\'ate iiioiiey-leiiders and indigenous bankers (Nattu- 
koltai Njigarathars). It is found from the statistics of the co-operative 
societies now' fiUKtioning in the Presidency, that 50 per cent of the total 
working capital of all agricultural .societies has l»eou utilised tow'ards pay- 
ment of prior debts and ilie amount comes very^ nearly to S crores. As I 
have already indicated, the rate of interest charged on mortgage loans 
^*a^ies according to the amount Imrrowed and is iKdwoeu 11 and 12 jH>r cent, 
X^ere is a distiiut tendency for efficient fanner-owners of land being con* 
verietl into land levs tenants mi account of the forec*losiii*e of the mort* 
gages on their bohlings. The nutniM'r is not yet very considerable but the 
tendency is iniunKtakahle. Suitdy it does not recpiire any great force of 
argument to >ay tliat a cultivator has a greater incentive to work if he 
is also the proprictfir of his land. Addwl to this, the nuinber of small 
subsidiary industries available to the agriculturistis in this land has been 
dwindling fi'oin day to dav. Even the cottage industries of hulling rice, 
and shelling groundnuts, the villager has been deprived of, on accotmi of 
the growth of power-driven machinery in towns rery close to the villages. 


6. ctin be u suboidinry iutiutitry jirvivitled foddevr untl oil- 

cake* are arailable dteaply to the n^iciiittirifit.s. ft js the duty of the 
Goreiiunent to pr^bit oxijort oi oi»-€*akv*8 in ortlor to i beaiHoi the cost ol 
^^ttietood. Dairy-fanning can (fun n nsofo! hkmI i»n fit;>J4e 

diaiy mduidry. 

Garden preface navb well only in m tht* vicinity of U>\\m Thi^ 

distance of other rillag<^ from the main roads and from the railway lin*v 
IS a standing bar against making ganhot pr^idtuv a snbsitlirtry industry, 
unlcs^ the railway freight is reducsxl and cold sl^’»ragt» facilities am intro- 
daced for the carrying of vegelables from one part of ilie «s>nniry to 
suiotlier. the market for garden pr<Kln<M‘ will <smtinuo to renmtn liinitcil 
and will offer no indncs^inents to cultivator', to take largely to it ns a snb*^ 
s i di a rv’ fieeii j m i ion . 

Hand-spinning is l>eing advocated os u suKsidimy industry. ITnt'oiiu- 
uately emouragenient is not given to it by the Government. If suirnient 
onconragement is afforded to this industry, it is likely to >HS'ome u snbst 
diary industry of great permanent valuer to a large nnmlM*r i>f agricul 
lurii^ts in the |>roviiuH?. But the eeonomio'i ol !i niJ-si>iju* it c has to h< 
worked out and studitnl in an atmasphei'o free alike from the |>rejndi<s> 
of Government and Uie almost tanutie faith of ii , 

Sngar-n^fining ami rsitton-ginning are at present not mibMdinrv indiift,.- 
tri<^ to the agricnhurists, ns most of tlunn are done in factories under 
capit^iHstic regime. The tmly financial inachinevv that (smld supply capitnl 
for working industries, and give employment to the farmer during Koasons 
when he cannot make full use of his time, is the (‘o-oporativo organisation 

7. The ivlaiionsViip that suhsists ladufM'ii the i o-nju^rnt ive hanks and 
tie' Tni)>eriHl Bank is as follows; 

The fs»ntrnl banks iu the provinee havc^ direct relat ionshifi with the 
Imperial Bank and have Ikk'ii allowed accomnuKlat ion accounts on the 
H€)eiiritv of co-operntiv«* paiwr. The provineinl bank is also providtHi with 
a .similar facility with the Imperial Bank. Tlierc is md verv close relation- 
ship existing hetAveen the (‘♦uitral hanks .and the joint-st<H'k hnnts ex(H*nt 
in a fcAA' eases, where the central banks haA’c invested their sundns funds 
in S 4 ome of the Joint-stiM'k hanks. In the provincial hunk, n few of the 
joint-stock hanks in the Presidency have ooem*fl ni’connls for pnrpoineH of 
che( I lie-clearing in the metropolitan eitv. There is im reVitionshio at all 
tietw'een indigenous hankers and the co-operative hanks. The main defects 
that exist in the matlor <»f finance in the case* of co-operative .societies are 
tiA follows : 

With regard to short-term loan there is the difTicultv in negotiating the 
co-operative paiier in the money market and ns regards long-term capital 
there is the absence of a central financing ngenev floating dehentures on 
the mortgage of iniinovahle pro]>ertyv Thi're is a ciwtain nmonnl of (oinne- 
tition lietween the co-operative hanka and the joint-stock hanks in the 
matter of getting deposits. T have already stated that the deheniores 
issued by’' n central land mortgage bank must l»e inade inistce secnritii*** 
and T Avould like this eoiu^'ssion lieiiig ext4mdw1 to dcheniures that mav h«» 
floated by the provincial hank. T would also like that .some sort of contrac- 
tni^ guarantee is givem to the co-oi>eratiA’o hanks in the matter of cash 
credits granted to them by the Imperial Bank. Further the flovcrnment 
should make arrangements with the Imperial Bank for accommodating the 
co-operative hanks nt ratoa of interest leas than those, which are now being 
charged for such accommodation. 

If . — Indiofnous hanking. 

As already stated, indigenous banking is carried on by the Naitnkotiai 
Nagarathars, the MnlianeKCf. Gnac^rattis, and the Marwaris. 

The Nattukoitni Xagarathars generally carry on their hnsincss, either 
as au individual nndertfiking or in partnership with others. They have not 
started anv joint-stock enterprise to carry on hanking. There are 300 to 
350 Arms that do banking iu the strict sense of the term. The banking 
activity of this commiinitv is mainly confined t/> discouniincr bids of thoir 
own oommuniiv and lending money on pen^nal cre^Bt to their own commu- 
iiitv men and to a small extent to outsiders. Their working capital ia 
made up of tibeir own money and loan* from the public. The rate of 
intoreat paid hy these bankers on borrowed capital range# from 74 ^ 
imr coot and Ui rare cases to 12 per cent. Their lending rate ranges frdih 
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^ to 48 fK?r cent They lend money on iiioitf^ap;e of immorahle property and 
Ujcy eiiarge uny 1<> iin^i IS ihl*!- cetu. They do not advance 

money on movables. The greater portion of their working capital is invafited 
«>vtsicle the Presidency, mainly in Burma, 8trait Settlements, Colomlws and 
Siam. Their chief centres of hnsincfis arc concentrated in Madras^ Calcutta. 
Rangoon, Colomho and Singapore. The agencies that finance this class 
of hankers ;»r<‘ the Imperijil Hank of India and the Indian Bank, The 
chief iiij^trunjtoitN of imlit in vogue ittiiotig these hunkers, are demand 
hilln (Dharisana luiiidisV usaiu'e hit's if'l'havaiiui hnndis). the naanee vary- 
ing lH‘twc‘r*ii one to six numtiis jnul iilxi pro-notes, in all thexe five ci»ntre?i 
they have llieir <»avh cotuiiinnai i>rgani/.atiofi>, latlier looMdy knit. These 
organ iy.it < fr>n'‘ -el tie tlo' rate ot iiiter<»-t for lending*-, among fheinselve^i. 

M ulfnnt^^v , ii ff\f' railis, funl Mitnrmu^. 

Of this grouj> the Multanese are the most iniDortani. They are ordinarily 
purtnershir* ftniis. Tliev ilo every kind of hanking hiisinesx, except accept- 
ing ihposiis from the piihlic*. They trade on their own cai>ital or on 
capital hoi rolled froiii tle*ii native pliu t‘S. Their lending rate varies 
ttoiween 0’ ainl 12 ict <enf They disroimt in1<Tnal trade liills very large- 
ly. Tlu^ iisaiiee of these hi ’Is generally runs to thriK? months. The rate of 
(iiseouht ( ha rged on these hills is 2 per c*‘nt above llie hank rate. Ocx-asioii- 
ally when the market is dull, they disf‘oiint hllK at rate's even loner than 
the hank rate. 

The ]\fni\v:iri l)aiik<*rs geneiHlIy trade on their own eapital. A few' 
of tlieiij accept deposits. They spe<*iali7.e in ailvaneing money on goods. 

The (iuzeratti hankers trade mainly oh tlieir own enjiital. They do 
not acc(*pt deposits and tlu'ir funds are largely einploycal in making advnincos 
to certam speeitied artiiN's in tlie market. Tliey geneially lend on pieis*- 
goods and certain kinds <»1 import<*d articles. 

Many <»f the indigcnions l>anKer.s ha\e iK-eomniodation accounts with the 
fnilierial Hank. Added to this, there* is anotluM* chess cd bunkc/rs wdio art* 
called hnndi I’lerchants. They riiost’y hail from the Tinnevelly district, 

having their ln*ad officer there. They also do hanking husinoss of every 

sort, including d(‘|>osit hanking. Tlioir working capital is composed of their 
own nioncy and dc'Oo-,its arc* taken from naunhcMs *>\ the pnhli*- 'i Ik'V have 
inspired grt*al conlidcncc* in the people of lh(‘ir place's, so that the residents 
therc^ pred'eu* dcfiositing w ith them to depceiting w itli tfie ioint-stoek hanks 
or (loveininc'iit Savings Hanks or with any other Ijanking institution, 
'rhey pay lielwtam 7 h and b pc‘r cant on dei>osits and chaigc' 0 to ]>er 
cent on loans. 'I’hcv lend mone\ to agriculturists, trade’s, and big nU'r- 
chants, T’Ju'v Innc' connections not only among thernscMvcvs hut with 

other joint stock hanks for tiie purpose of c-ollocting and re-discounting 
the hundis, 1'he rate of discouni charged l>\ tin* hninli merchanfs ranges 
from f tf> H annas per cemt. 

Tin* tf'eling iigaiiist the indigc'Uous fiankms is that they charge uncons- 
cionably high rate* of interest. So far ns thc*sc> Icankers an* concerned, 

they arc* .sufficiently protenied in law. 

There are very man> ways Icy which the indigenous hanking system in 
this eonid ry may he improved. There is a certain amount of want of 
faitli in tin* general puldie with those* hankers on account of tlie fact tliai 
tlieir tinaneial |>ositioii is not known to the likely investoiK. They never 
publisli Htateineuis of their uecauints. If there is to he great**r amount of 
r*onfidenec* in them, they mnsi. liko the ioint-stoek hanks and the t*o-opera- 
tive hanks puldish period icallv tlieir Imlance slu>et. This is necessary to 
safeguard the interest of the de?>ositing pnhlie. I am unable to say what 
ilie attitude of the iiidigeuou.s bankers will be with regard to pi*eseribing 
limitations in the matter of publicity of their transactions. 

The transactions of the indigenous hankers are such that it brings thenr* 
flito close touch with the individual borrowers and they nre in a position to 
know* clearly the status and the credit-wortliiness of the person that comes 
to borrow from them. Owing to this intimate knowledge these bankers 
may be utilised in the manner in which the discount houses in England 
are used by the joint-s^ek banks. I would prefer branches of tke joint- 
stock banks lieing established in all places where there is at least a popula- 
tion of 10,000 and through the instrumentality of these branches of the 
joint-stoek banks, the indigenous banker can ea.sily negotiate with the 
individual borrow'er on the one hand and with the central money market 
in the provincial tow’iis on the other. 
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Written evidenoe of UJUSLy. U. SITBBIAH 1I17DAXJ7AR ATnrgel, 
B.A., 8ul>Befietrar end 8nl>Madistrete, C^ttaned, 
Tenjoie district. 


7. — AQric\tlt\*ntl vrtdii and cmitt fmilittrs far umaH induHriei. 

1. Tlu» |M>ssihU‘ s<mr<‘<‘s liom iho a^rtMtUurist m thin provincti ui* 

district (Tanjoro) is able to get |MH*uniary acH>oitunfKlation tor Uie purpoaea 
deaeribed in (o), (6) and (r) oi question i are-- 

(1) The [mporia! Hank or its branches ; 

(2) joint .st<K*k banks and other private banks ; 

(3) co-operative societies, credit and norwrtHiit ; 

(4) native rural bankers including Nattukottai (3ietti bankers ; 

(5) Nidhis i-egistered under the Indian Companies Act (Act VII of 
; and 

(d) Government agency under the Land I mprovenumt Loans Act and 
the Agriculturists Loans Act 

Of the above groujis of institnliouH the I'elief that the agriculturist goia 
from the linperiai Hank may lie said to he very limited in IIuh Tanjore 
district in view of the fact that only three hranches of the Imperial Hank 
have hc*en functioning in this district, viz., at Nega)>atam. K umbakonani 
and Shiynli. A|>art from this the neiKly and small agriculturist who in 
unable to pivnliKt' sat i.s factory st^'iirity is unable to get a(*c<immodHtion in 
those premier hanking institutions. Moreover they also seem to lie iiverse 
to lending for long jKo iods us a mutter of gmierul polii v. Only industrial- 
ists, traders and others who offer sueh langilile securities as hags and 

other produce seem to get (uedit tor short periods such us fifun six months 
to one year. 

Other joint stock hanks carrying on operations in this district can l>e 
counted on one’s tingers. Such banks as the Tanjore Merebunts Hunk und 
the Kunibakonum Hunk to show great<M‘ preference to traders and 

eoniinercial people than to agriculturists. 

Gi'eater relief is afforded by the co-optu ut ive credit societies, urban and 
rural. As a large nundier of these societies are working in villagtw* it in 
really a boon to agriculturists. Thes<^ soeieties lend money on the ao<*urity 
of land and joint pro-notes. If carefully worked, these aocietieH are bound 
to bring gcKKl to the agriculturists. Hut owing to ignorancje and other 
causes rural st^cieties do not work so well as urban co-operative banks. 
There is not so much readiness to repay the loan a.s the reudint^ss to siHJure 
it. The collection of overdiies by the primary banks is tlu^ order of the 
day. Prompt repayineiit on the pai t of co-operatives MM*ms to be un alisent 
factor. On account of clannishnms and narrow prejudice's all sorts of |>eople 
do not seem to derive lienefit from rural smieties, Tlie Hocueties also are 
handicapped by want of capital. 

Owing to the above reasons among others some people have need to 
resort to the village money-lender, liie rate of interest of the latter is 
etxoessive and extends up to 24 per cent and more. These usurers lend on 
the security of pro-notes, joint nro-notes, silver and gold jewels and 6n 
land. But people resorting to tliese people fiecome heavily indebted and 
lose their belongings soon. 

tiast but not least come the nidhis registered under the Indian Companiea 
Act, 1913, such as the Taniore Pernisnent Fund, I/imite<l. These nidhis are 
iroridng at Tanjore, Kumbakonam, Mayavaram, Shiyali and such otiMr big 

7Z 
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places. The area of operation rariea wi^ di£weiii nidhU. I^me Iilire deal* 
Inga on land thronghont Tanjore district and othem function only wi tfiiii 
certain taluks. These nidhis lend on the security of land and gold and aihrer 
jewels. The interest charged is generality in all cases six and oiie-fnurth (hj) 
per cent only, i.e., one pie per rupee per mensem. It is erident it ia a 
great boon to those who are able to produce satklactory seemitfea. The 
period of repayment is generally 45 months or earlier at the optiim of the 
debtor or borrower. These nidhis are a great boon to those with regular 
recurring incomes and to those who repay regularly ; otherwise the penal 
interest is likely to accrue much and hang like a millstone round the neck of 
the borrower. 

The Government lend to the agricult or iats on the securi^ of land under 
the Agriculturists Loans Act and the l^and Improvement Loans Act. ITie 
interest ranges only from 6 to TJ per cent and the Government seem to 
allow credit for five years and more. This is also of great benefit to those 
who get it. 

It cannot be said that the above agencies collaborate and work together 
with a co-ordinated programme. This is really a desideratum. If this were 
to take place much overlapping and consequent waste of effort and expense 
may be avoided. 

2. The chief products grown in Tanjoro district are paddy, jow’ar, ragi, 
kambu, groundnut, gingelly, etc. Of these surplus paddy is husked and 
exportm to other districts in the Presidency and Ceylon. Groundnut is 
iMJUght and exportefl by such foreign firms as Rally Brothers, Leu’is Drey- 
fus dr Co. Other products are locally sold. 

Joint purchase of paddy in the harvesting w^ason and selling it at a 
dearer season may he firofi table on certain occasions hut not alw^ays in view 
of the fact that hig landowiifu^s and capitali.sts hold the stocl^ without 
selling at the harvest time till a more favourable opiiortunity presents itself. 
Most of them instead of kee[>ing on selling during a jxiriod of rising prices 
do not do so but wait and wait until a favourable monsoon brings down 
pric?es. In the period of falling pric'os all begin to sell and a consequent 
glut and still greater fall in j>rice is the result. 

The Imperial Bank or its branches, the Tanjore Permanent Fund, Limit- 
ed, certain non-oredit co-operative societies, the Indian Bank and certain 
otlier private bankers lend credit on the security of prcxluee and hags of 
grain including paddy and pulses. 

It is possible to remit money from place to place within India by send- 
ing drafts from bankers but on account of the pancity of hanks this busi- 
ness is on a very restricted scale. The only universal medium by which 
money is remitted from place to place is by the postal money order syatem 
and by insurance post. Insurance of currency notes is best where largo 
amottnta are involved. Generally lialf currency notes are sent by regis- 
tered insurance post for the purpose of safety and after acknowled^ent of 
receipt the other half is sent by registered insurance post. But this involves'* 
delay. But sending through banks combines safety and d^patc^h in busi- 
ness which is essential in trade and commerce. The cost of telegraphic 
money orders is generally very prohibitive and there is a limit also to 
amounts sent by money order. 

The chief credit instruments in vogue in the country are cheques, bilfa 
of exchange and promissory notes payable on demand. It ia trough the 
agency of promissory notes that a vast majority of the loan operations of 
individuals, bankers and other financial corporations are carri^ on. The 
stiimps payable on these sorLs of credit instrument do not exceed four 
anitib. Formerly one anna postal revenue stamp only was required to be 
a&ced to any amount but the amendment of the Stamps Act increased the 
duties on these instruments up to four annas for amounts exceeding 
Hs. 1,000. Pro^notes are generally not registered but in aome caaee they 
are even registered though not l^ally required to be registered. The use 
of cheques and bills of exchange is generally restricted to 8u<4t big eitiee as 
Negapatain. Tanjore, Kumhakonam and Smyali wl^re trade and ocunmeswe 
prevail. The restricted use of bills of exchange is not due to iie stamp 



dttiy payable on it wiitdi is su&'ieiitly lo# btti owing to alMaoo of bank* 
ing faciliiios in tin* country. 

In U.S.A., a bill to help tbo iarmor» called “The Farm BoUof Bill*' hm 
been «aid to be pas^siHl. The Farm lleliel Bill oi U.8,A, pruvidon a rerolv* 
iiig fund of halt a billion doltura moirly a tourtli of which has already boon 
appropriated mid made nv^aiinble. ft atll lie used for loans to co-oporativ^a, 
to finance the pmx*lm»e and storage of surplus farm iirmfucts, and their later 
sale.* It will» the liovernment ho|>es, t^talnliae agricultural products aad 
prevent seasonal gluU.“ 

Til© farm reliei programme starts vnih the coiielusioa Uiat Uie fairuer 
Heeds an elastic credit system for niurketiug his crops to udvtiiitage. Abun* 
daiu*e ol credit is the main stimulus to busmess, and the bueklxuie of eotn« 
inei'ce. Farmers want more irtHlii for agnculluro la»th in farming and 
niarkcting. This is the Ameiieuu nleu. 

How far this i>rogruniine will suit ludtaii conditions is a highly contro* 
yersiai problem, it is an evident fact tiuit the income of the average ladiaii 
is not high ami any increase in his cost of living will pinch him and 

luB family very severely indeiHi, Cheap fiKKl rs his necessity. The rice, 
wheat and cereals grown m this eountiy lind a inarkcl here and though the 
surplus IS exported elsewhere it i^ IrUIci to It^ave llu export trade in IoimI 
articles in others’ hands. The only euM' lor .suili |irovisi<»n and extension of 
credit is for such non-food articles as gruunduui, cotton and jute and «uch 
iuxuiies MS ten and cuUee. 


d. One acre ot dry land in South 'raiijore tapahle of producing Irom 15 to 
tK) kalams of gioundmit will Ih> w'orth Iroin Us. 25<) to Us. liVh Ktunhit, 
ragi, jowar and other grains also can bo grown in that land lieBidea gingelly 
as a second crop, lln the otner hand in the northern ami easiern parts 
of Tanjore district one acre of single crop wet land cuimble of prodtieiug 
from 16 to 3d kuhims of paddy is worth from Us. 500 to Us. 800 according 
to local conditions and supply and demand while such an acre ot double 
crop wet land may In? worth from one and a half times to twice tlm value 
according to the buine conditions. 

The chief deciding luctors which detenwinu the price ol such lauds are 
(1) demand, (2) availahJe saleable land, (3) the noeef for money for varioun 
purposes on the part of landowners, (4) the usual yield of the land, (5) the 
possibility ot good .supply of water and druinuge, etc. The above lactora 
may liold good in respec t of lands in the deltaic* portion while as regards 
the price ol dry land in uon-deltaie portions the monsoon cxiuibined with 
the above iactor.s is a deciding lactor. A sum’ssum ot tavourahie monsootis 
tends to increase the price while such periods of unfavourable monsoon bring 
down prices. 

Uevenu© sales hedd for default in payment ol kist or rent io the 
landlord are generally knocked down for very small tirnounis, — at least in 
•dry parts it ih markeilly so, — while court .smes feU’li hotter prices and l>oth 
are in their nature h])eeulative and only land simulators have rcHrourne to 
buying of land through such means. Fair x>rtoe is only obtainable in aalea 
througti private negotiation and iioii-speciiiative people have m-oui'se only 
to such sales. An acre ot diw laud is even soid to Ks. 5 or C or 10 whereas 
if it is sold by private negotiation it is possible to realise more. Indeed 
there seems to b© a class of land speculaf^rs W'ho obtain lands in revenue 
sales at fabulously low prices and siui them hy private negotiation to three 
or four times its original purchase value and even more. 

4. The Limitation Act of liKl8 i>rovides in respect of land luortgagee a 
period of 12 years from the date w hen the money sued for becomes due as 
the period of limitation. Assuming that the period of repayment atipu* 
lated in the inoidgage deed is ten yeai's the period of limitation is 22 years 
after date of exeention assuming that no payment for interest or principal 
ia meanwhile paid and endorsed on the mortgage deed hy^ the mortgagor, 
'J^us tiiere is ann>lo scof*© under the present law to allow' ctedit for long 
periods without risk to either party. 
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tt may be said witlioat hesit4itioii that at present there are no banks 
%orth the name which afford relief to the agricoltnrkt by way of gran^mg 
credit tor nuch long |>erio<i>t aw from 10 to 20 years in this distriet^ 
Co-o}>«rative societies and nidhis grant credit only for short ^riods. 
Especially in the case of nidhis the {lenal interest levied for defatui from 
the irregular member j^aily handicaps the mortgagor. The crealioti of a 
laud mortgage bank filTowing credit for long ]>eriods is, considered from all 
points of view, therefore a necessity. 

11 any land mortgage baiik is to lie formed it mast lie registered under 
the Co-operative Societies Act and not under the Indian Companies Act. 
One central land mortgage bank should lie constituted for the Prorince. 
The co-operative district and urban banks should he allowed to take shares 
in such land mortgagee hanks. The capital of the hank should lie inohilisGed 
by the issue of preferential dehentiire Imnds carrj’ing interest from 6 to 7 
per cent InrsidcH the issue of ordinary shares. The apex hank in the Pro- 
vincial centre should establish hranclie^ ni district centres and all should 
pursue a co-ordinated prograinmo or policy with such changes in detail as 
suit hicuf conditions. The Imperial Bank may come to the aid of the small 
investor and may advance monc\v to him for inve.stmeut in the shares of 
the hank and charge him hank interest with prop^u* guarantees of txiurse. 


As the [ininurv ohject of estalilishinent of such hanks is to relieve the 
needy and heavily indebted agriculturist a liberal policy of extension of 
credit should lie pursued with firojier guaranU*c.s. Let us take a concrete 
instance. If all (‘oiulitions as to value of se<urity, renayineut capacity, regu- 
larity on the iiari of constituents, etc., aiti Hutihlietl ten acres of wet laud 
valued at from Rs. 2,1M)0 to Rs. .'l.iKK) may on the security of first mortgage 
by the owner he advanced from Its. 500 to Rs. 1,000 to he returned, say, 

w'ithin 15 or 20 years at 0 or 10 per cent interest per annum. Thus for a 

kian of Rs. 1,000 at 10 per cent interest for 20 yeai*s one will have to repay 

for principal Rs. 50 every year and interest of Rs. 100 for the first year 

and interest of 05 rupees in the second and so on in a descending scale. All 
repayment should first he credited towards interest and afterwarc^ for princi- 
pal. On any account the whole interest should lie paid wdthin the year. 
Ten acues of double crop wet land are capable of raising WO to 400 kalams 
of paddy in deltaic area and the cultivator may altiu' providing for expenses 
of cultivation, food, dress. ]>ayiueiil «d kist and other expenstvs for the family 
realize a surplu.s of from KX) to»^450 kalams which may lie sold and paid to 
the hank to wliich he is iiulehted. 

(o) Title ileeds may Ik* regarded to iuciucle patta, sale deeds and other 
documents evidencing owaei*ship. As far as possible the issue of joint 
pattas should W restricted. A limit may if possible lie made to the sub- 
division of holdings. The possibility of making minute fragmentation of 
holdings should lie made impossible by piovision of proper enactments. 
Upon an application for loan by a constituent lucinlier of the hank in addi- 
tion to the examination of title decnls evidence as regards present possession 
slioi|)(jUI^ taken. Notice ol the fact of application and as to objection if 
any for^he grant of loan should he published in the Distreit Gazette, the 
bank |a:6iuises and in the village or villages where property is situated and 
the claims of ohjectoi's should he examined say within 3 inontos (three months) 
from date of application. If no objection is raised within thi'ee or six 
luontlis or within a reasonalile period to lie fixed, later objections should 
not lie allowed to prevail legally and the bank should tints be secured from 
future legal action by possible claimants and ostensible ownen>. 

{b) Provided a duly executed and registered moitgagc deed has been 
obtained by the bunk, the bunk may, after the lapse of three montlvs after 
issue of I'egistered notice to the defaulters, be legally empowered to start 
exe<^ion proceedings as if the mortgage was decreed by a civil court. The 
law should lie so amended. 

(c) Expeii.ses necessarily incurred on account of proceedings against 
defanlting debtors may be charged ujion the property of defaulters and the 
regular membera imay if possible after complete repayment of loan be eUowed 
ji rebate in interest from \ to 1 per cent at the discretion of the manage- 
ment. I propose the latter arrangement in order to encourage the habit 



of rf^iilttiiiy of payment on the pari of comtitueut wbo 

ilie lienelit of touna. 

Ju^i a« lor iHvoiH^rativo MK*ietk>K tfie («overfiiMciii may exUnul Uie Inme- 
fit of exemption of i»tamp ami regis^tmticiii lees to the <xmst ittienta of the 
land inortgaiisc Imiik iiW ptovided the Ooverniiieni ^xonpleiely and thoroiij|J»ly 
thrash out the htmiK iiil imptirniion of hueh iiiuUn‘iakiti|c^ and pnivided Hiieh 
a thing can l>e allowed from tlu* (mint of view of general revenue. 

The provincial central land mortgage hank either with or withoui the 
guaranty ol Government should raise c^apitul hy the insiie of delnuiture ^tida 
carrying inteit^t fix^m ti t<j 7 per cxmt and hy the issue ol ordinnrv shares. 
The capital so raised should Iw lent at lixua 9 to 10 |K?r ixmt. In the alloG 
inent of shares the proviiuial <<»^>|aTative cxmlral urlmn liank at Madras 
and the itrhan co-o|>erativc' lamks at distric't cxmlrc's sluuild l>e given first 
preference and others ordy in thc^ usual course. Granting tlmt all sucli cup!- 
taU is lent out there* will In* profit 4>f 2 to 3 per <ent, Kven if all i»ueh 
capita) is not lent out tlw* hulaiu'i* of avaitahie catutal c'lin he invented in 
Governiueni 4n other gilt-i*dg<sl s«Hurities anti thus tinue will Ih» no apprt*- 
viable loss and such loss as nia> result may alter alt alfiH't the tlividtmd 
payable to the holders ol ordinary shares. The alH»venu*ntioned margin oi 
profit oi Irom 2 to .‘I per exmt can In? emplo\«*d to UKH*t the exiHuist^s ol 
management, provision lor rcM*rve. huildiiig, dt pres iui ion ol dead sttHk, hail 
debts and other unforeseen losses. 

5. In order to iiuivase tin* lianknig facilitu*s to the agriculturist it in 
very necessary to assess the correct agricultural ludchtediiess *>f the |HH»pl4» 
in the Province. This rs indcnnl a very tlifficult i>rohleiu. Any estimate <*hu 
l>e intuely approximate. This prohleiu of the correct a.ssc'ssment oi the ugn* 
cultural iiKtebtolness jnvoIv4*s the collection of statistics from very many 
sources. The interest even for registered mortgages range's from 11) to 21 
per cent and in very many cases owing t<» heavy mU'ivst cliurges tlu* mort- 
gagor has eventually to part with his lainl. bin* notal>l<‘ fi'atuie in dry 
parts in Tanjoro district is the large numlier of rent and revenue sales mode 
hy Government for failure to pay revenue to (ioveiimu'iit and rent to tho 
landlord hy ryots. These arc of course unhealthy features and if things are 
allowed to drift and take their own course' there will indtwd la* no further 
inducement for the agriculturist to work hard on his land with a view to 
produce better 3 'ield, 

(i. In this district (Taiijorc) lln*ro arc a nunilK*i of rnc mills vstahlisInMl 
in various place's. Some arc* working and some me in a (IcdumT i$tatc 3 . 
Among the latter class are many of the big ru'c mills, Small mibN on the 
other hand are not as a class in such u helpless state. Many of thc'se aix? 
working with [irofit and they dc^serve* financial relief. With the' Htoppage 
of free and unrestricted export of huakcHl rice to ( eylon from alamt 1918 
following the food rmts many td tlu* big ncc mill nwncis. s«*cm to have fallen 
on evil days. 

There are no dairy farms in this ('faiijore) dislnet conducted ou f iiy ^ 
scale, lai'gc or small, luit rearing <cnrs and bii(falo<*s IVn milk and ghc'e jw 
iuore*a home and cxittage industry. The efforts of the people? in thia direc- 
tion are only spasmodic and thc'ie is scope for breaking new* ground and 
expansion in this direction. 

Manufacture of jaggery from canu juice is here and there carried on in 
Mayuvarum taluk and in stray i^arts in other nortions (»f the district. There? 
is no isugar refinerj’ in the districrt. But in Nc'llikuppnni (South Amit c1u>- 
trict) Measrs, Parrv S: Co. cany on the industry 4>l refining lamssugar on 
a large scale. This i» a factory iudastiy in BtmtU Arexit district. They 
seem to collect palm sugar from Palghat and other w'csteni jiaris in 
order to convert it into white sugar at Nellikui>pain. 

0-A. Handlooin inclustiy is carru*d tin as a tx>tt«ge indu'^try in very many 
parts of the district such as Kornnd, Ayyami>et, Manarnhuchavadi, Matinar* 
gndi and other places. These are all lyom imported yarn only. Dyeing 
yam in black is also carried on at Anthniia|)ettai near Negnpatam and 
elseirliere. Brasswares are made in large cpianiiiies ai Kuiiibakonum and 



i*xport<Hi to dbtaiii plMcen in the Presidmicy. All these cleeerv^e etieoufmg0- 
iioent. 

Spinning and weaving is the only supplementary industry whidb can help 
the small agriculturist m the off seasoti when be has no work on his land 
and has to keep idle. This will supplement his earnings and to keep 
the well (of hunger) from his door. As for spiiniing the agriculturist shoula 
he suppli^ with cheap cotton by imjmrting it from places where it is grown. 
Gradually fjottou can be grown IfK'ally to supply local wants. Spinning and 
weaving should go hand in hand and there should be an awakening of the 
dormant conscience on the part of rural people. 

Fishing as an organised industry is only carried on in the sea-coast where 
tiiere are salt-pans, it is not carried on in the inland parts and water- 
courses lieeause of there being no facilities for it. 

7. It is an evident fact tliat co-operative central banks carry on their 
0 |>e rations not merely with their capital but with fixed deposits for on© or 
two years and with loans from joint stock banks on short credit and so they 
are handicapped in their business of providing long term credit since they 
have to keep a portion of their assets in liquid condition to meet the calls 
from customer banks. 

In order that the ct)-oporative movement may thrive and confer benefit 
on the ugriculturists it is Imt meet that they should l>e exempted from pay- 
ment of income-tax till such time as they ai'e able to stana on their own 
legs. The preferential debenture bonds of the provincial co-operative central 
banks may l>e included us securit! 0 ^s which life and other assurance com- 
panies may legally buy and invest. This will really constitute a great boon 
to the co-operative movement and consequently to the agriculturists and 
others' w ithin its orbit. 


1 1 . — In d igen o m ban 1: intj. 

Native banking is carried on by nidhis, Nattukottai Chetti banks and 
rural bankeis who are agriculturi.sts and big landowners. The iiidhis carry 
on business wdth borrowed share capital. They borrow from those who have 
no need for money and lend to those who have need for it. The Chetti 
bunks obtain capital from other Chetti banks and joint stock banks and do 
business with traders and landholders. Mostly they lend on the security 
of land and joint pro-notes. The Chetti banks finance small industrialists 
and petty traders also on the basis of land seeurity. The rural bankei*s 
obtain capital for their business generally not from any outside agency but 
from the sale of their surplus produce. These lend on the security of regis- 
tered moii^gages and pro-notes. The interest charged by nidhis is gene- 
rally 61 per cent and that charged by oilier agencies ranges from 9 to 
24 per cent and even more according to the nature of security offered^ 
risk involved, the need for money on the part of the borrow’er, etc. Some 
of the transactions carried on by certain Chetti bank.s have been speculative 
m nature and some have in recent years found themselves in deep waters 
and collapsed. Of all these private agencies the git^atest good acorukig to 
the genoiai public is derived from nidhis and certain private bankers who 
actuated by philniithrojiic motives and a desire fioin a moderate interest lencl 
on the security of lauds and other iimnovable j>ro[H'rtie8. The aid of these 
agencies may be sought and utilised for tlie go^ of the pe<mle. OUier 
agencies deserve no extraneous help »ud they may be left to shift for them- 
selves. 

There has not been any hostile feeling as such towards usurers and other 
usurious Chetti bankers but thev are regarded with indifference and disgust 
by rightminded people. As a last resouixe only one goes to a Chetti for 
accommodation and the latter himself knows it and uses the opportunity 
and exploits the need of bis victim. These native bankers pursue tneir busi- 
ness under the present law and they get all the support necessary for 
them. Whatever advantages may be legally offered to them it is hi^^ 
doubtful whether they will use those advantages to the benefit of the needy 
agriculturists. Any attempt to give publicity to their method and eo- 
orainate their activities may be viewed by themselves with snspioioni. 
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Native Cbetti haak^^rs have dealino^ in variniif^ partv^ of the couatry mA 
thej* have altso Rot in Bimnti, P^^nanR, HaiRtm. 8i«Rn|>ore* Biam 

and generally in ail part^^; of the far ea*t» Many of their iraintactiona paiv 
take of the nature of s|>^*aIatioti and it b very diflUcult to know actually 
what will be the net inwf'ne after providing for all expenditure itenut. The 
Chetti firms thensaelves, I fear, will not be in a puaitiou to give the 
figuhes. 


• HI. — Invfitmfnt hahii anti aftmrfian of topifal, 

1. The chief iiiventment fucilitieH for the genuine invef*tor who wanta 
aecurity and moderate gain Viy way of intereKi at'e provid^Hl l>y the Poat 
Office saving bank, l>o#$tal canh certificat4^, Government Ioann, war bonds 
and ^nds is^aned by the Mysore (Joverninent. The watchful investor can 
alao invest his money in the shares of hunks, industrial and )>lnntation 
companies as well as shares of the imperial Bunk of India. The Imt 
security is affordeil hy investment ni p<rHt offiw cash <Hnti(K'at<^H and tho 
securities of the Government of India. People in hig cities have got many 
reliable banking institutions for investment of their rash hut cnnintry |nmpte 
have got only the nearest post ofrK*e doing savings hanks hiisiitesH for 
investing their cash. Most of the branch post oflicxss are not even earrying 
on savings hank business. Rural people .should Im» udvls^Ml to invest their 
cash in the nearest post office doing savings hank InisinesN. 

The jfireUcry haint in India. — Such a reliable nuthority as Sir George 
Bchiister, the Financial MeiidHT of the Government of Itulia. ciUm figtires to 
show that tho imimrts of gold and silver during the ten yoafs ended March 
31, H)29. amounted to .'18 erores per annum. This sort of investment of 
suving.s is really one of unproductive kind. If this huge sum was invested 
in Government loans or in the sharm of such reliuhle Ininking institutions 
as the ImtMU'itil Bank the return will l>e very great and will he a blessing to 
the investor and the general public hy lessening interest. 


The ln<lian woman sticks to her gold and silver Jewels IxM’ttUHt^ of her 
sentimental uttachment to jewels, ignorance and illiti*rac*y. w'lint of adequate 
hanking facilities and Inst, hut not lea.st, IxM'uuse her jewels in times of 
difficnltv and stress provitle a sort famine inHuran^x*. lk*«hh's. the Indian 
husband will rather .supfily his wife with jew'ols than immey in tangible 
form for investment on her a<*cou!!t. The Indian #eK'ial life Kuhordinatee 
woman to man and the ideal Indian wife lias no sr^parnte existence apart 
from her husband. “ Hindu < ultuie has erreil on the side of ttxeeixuiive 
.suhortlinaiioii of the wife Ut the hushnud. and has insist^xl on the eompleto 
merging of tho wife in the Iiushand.” In hueb n staU' of MK’ietv the w'oman 
induced by vanity, tradition, surroundings, illiteracy and innate love of jewel* 
for adorning her |KM>on. tiiaktw or has jewels mude for her to ho worn and 
used hy h<*i* when occasion arises. The j»‘wels *»n her person are her only 
pen»onal |>roperty. It is an a«p<?ct with which one vnn rather Hympathise 
than view <‘ompletidy with disfavour. The true remedy lies in eilucation 
of Indian women and creation of a new angle of viHi<?n on the [laH of tho 
Indian husbands to em*oiirage their women to save and invest on their own 
account. 

2. Post cash certifiirates ai-e bought generally hy urban resident* and 

educated people. There fx^ins to Iwj no ovidencx^ of an awakening or inclina- 
tion on the part of rural people to invest in these genuine aectiritiee. Tlie 
remedy lies in rural education and inatilling coiifidenis^ in the inveating 
public. As it is more than .5 per cent interest compounded annually W'ith 
prineifm! is allowecl on thes<^ cash c'ertificates at |>resent. Further increaoe 
of inte|est will certainly encourage investment in these neeuritie*. If poa«i« 
hie interest may be allowed even for six mouths for cmih certificatefi when 
thoy are caalied after six niontlia from date of issue. Now cash certifi- 
cates cashed within one year fnuu date of issue are only paid at their face 
value and no interest is allowed. 

The postal savings bank provides all sorts of factliiles to the investing 
puldie. JEven Oovernmeaai l^n bonds can he boniiiht ihromdi it. Vthm 
poeple more than others invest in savings banks. Eural people invest their 
mmey idliier in the pnrthaae of land or in tending loeally at high rates m 
interest or keep their money under lo^ and key. 
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Government bonds may be bong^t and sold throui^ the savinipi bwh 
department of the }>oBt omoo without commmion or brokmig^ of any kind. 
The Imperial Bank and jont stock banka buy and i*ell these for their 
constitoenta. 

Binall invostorj* and agriculturists have already got facilities to buy cash 
certiheates of small denomination such as for Rs. 7-12-0, R». 15-jW) mud ao 
on. As for big amounts they can be invested in Government securities through 
pout office savings bank for which no commission is charged by Oovemment. 

3. The l!ii|>erial Bank and joint stoc*k banks buy and sell for their consti- 
tuents only all sorts of stocks and shares including Government securities 
in return lor f?ommission. Those who are not customers of such banks can 
buy and sell all stwtks and shares of different kinds through such recognised 
brokers os Huson Todd A Co. and Croft Forbes A Co., Madras. Theae 
brokers charge brokerage or commission for the sale or purchase of such 
shares. 

Those landowners who have surplus produce sell it and invest the money 
either in the purchaso of land or lend it on registered mortgages. Some 
spend it on litigation and thus capital flows from countrjr parts to urban 
parts. Merchants and traders invest in hanks and nidhis. Agriciilturists 
seek the help of nidhis for ac<!Oinmodation and get the loan on land or jewel 
security. Governnjcnt servants and other wage-c‘iu nci*s invest in co-operative 
societies and nidhis besides the t>o»t office. Farmers advan^ loans to their 
brethren on the security of land or pro-note at a rate ranging from 6 to 18 
per (!ent and in .some cases even more. 

4. (JhfHiues are generally in um» in big cities and towns where hanks are 
established unci functioning. The use of che<|ues is restricted to traders, 
bankers, industrialists and exporters and importers of goods. The use of 
cheques will automatically increase when there is nn expansion of trade and 
commerce and more hanks are established. There is no ne<*essity to enforce 
the use of checiues. 

Native bunkers wlio are ignorant of Eiigli.sh keep their ac'counting system 
in vernacular onlv and there need not be any hard and fast rule to keep 
the system of bank accounts in English or Tamil or other vernaculars. But 
it is generally better that the hank accounts are maintained in such langu- 
age or languages as the managing directors and proprietors of such banks 
aio thoroughly conversant in. 

5. f cannot say definitely whether investment and l)anking are done in the 
7iormal c*oui*se. There is much room for expansion in either direction. It 
is very often said “ Indian capital is shy Though it cannot be considerecl 
wholly true at the j)resent time still there is much scope to attract the 
capital from rural and other sources where there seems to Ije hoarding of 
cash and consequent Io.hs of interest and possible general Ijenefit. This is as 
much due to ignoran(*e a.s to want of hanking farilities. In this (’onnexion I 
have to point out that there seems to be a misgiving on the part of the 
genuine investor to invest his ca.sh in the ruial unlimited co-oi>erative credit 
societies whereas the cose of urban co-operative hanks stands on a different 
footing altogether. The directors and memlxM-s of the latter class of insti- 
tutions are generally men of standing and education and confidence is in- 
stilled and capital is create<l. The condition of most of the rural 
co-operative banks is deplorable from the point of view of the welfare of 
the general puhli<‘ and the larger e^^onomic interest of the nation as a 
whole. The fact that niost of Uie rural co-oi>erative hanks are registered 
on the basis of unlimited liability discourages wealthy j>eople and others 
w'fh stake to l>ecome constituents of such hank.s. The result is that un- 
desimhle people get in and mismanage things. The result is want of 

^ confidence in siicii hanks on the part of the genuine investor. 

If wide and consistent propaganda is made of the benefits of investment 
m Government loans, bow they are employed in the development and pur- 
chase of railways and construction of irrigation projects and such oUter 
national concerns confidence and a desire for a moderate bnt sure return 
will be created in l^e investing public and I think there may be a satis- 
factory response. But the degree and its extent depmid ujpon local oondltiens. 
propaganda should generally be concentrated towards discouraging the idea 
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of hoardiog as dkiiiiguklied from saving tneladtng tlie iiiTastiiiMil la goU 
unci silver jewels on the part of the wealthy. Many are igtioraat ^ the 
fact that hording instead of increasing the capital aHualty retards it and 
now from the jioiiit of view of general interest it is aii irityparaWa foiS 
besides the loss suffeml by the hoarders, by way of interest that may accrue. 

Otneral . — In cHnicluskm I must .state Uiat the various financrial agencies 
. pubic, prvate and Gov€»rnment. should work toother and pursue a com- 
mon policy of cr^it expansion. Boarvling sliouUl l»e discouraged. Saving 
with a view to invest should I>e en(‘onrage<l. The co-operative movei^nt 
should l>o man nod hy profK^r |>fy>plc on tin* nonH»lhctal side and e«|>ecially 
where practicable in rurul parts limit^nl cmlit and min-creilii societies 
ahou^ be started. Such societies should be allow'ed to function without tha 
aid from t'cniral hanks and tliey themselves should create capital. The aid 
of responsible and wealthy landowners should la* sought and they should lie 
made to contml sucli MKueties. EsfKH'iaHy in villages iufluenoe and wealth 
count lor much. The rural societies should not look to cHintral hanks for 
prevision of funds but must deiK»ud upon their honesty and habit of prompt 
i*e-paymcnt. If the latter clmracteristics prevail. nt»y amount of capital they 
win nave for tlio very asking. 

It was a very regrettable thing that the rojw'vve hank bill introiluced by 
the previous Finnnes* Mi'inU'r. Sir Basil Blackett, tsiuld not he pasMHl. But 
the matu*r will certainly he raiM'd again within a few* years. The <*siabliah- 
inent of such a bank wilthc a great Ihhui to other banka and the country, 
Snell a Imnk was c\|)ei t«*<l to function us a banker’s hank anil to regulate 
the system of rsmtrol of ermlii and currency. With the establishment of 
such a hank as the Hcscrvc' Bank of India. India will enter on a new 
phase. Tile hank will get the right of note issue and the gold Mandard 
res(*rve now maiiitaiiusl at London will Ik* transferred to the Keserve Bank 
and the liank w ill provide i urrcncy autoinalienllv hy e.vpaiislon or contraction 
of currency aissirdiiig to the riKtui remen ts of tlie <•outlfry. Every cxpanHioii 
of paper currenev will ultimately rest on the i‘ondition of there lH»iiig gold 
and silver specie in the 1‘eservc and siihjeet to this eondition nil facilities 
hy way of e\paiision of currency will Iw* provideil. 
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Written erldenoe of MJK JEly. B. A. SIVABTAirDA MUDALI7AB 
Avwgaly Prteidont^ South Aroot 2>istriot Co-operatiTe 
Federation, South Areot, Cuddalore. 


J. — Agricultural credit and credit facilitiei for $mall induMtriei. 

Before beginuing to discuMe a)>out agricultural credit and credit facilities 
for Htnall inoustrioH, we KhouUl hear in mind tlie different elaiwies of agricuh 
tnrists that now exist in my district and those around it. The main 
divisions are ; — 

(1) Lal>ourei*s who own no lands of tlieir own, till lands for daily W’agea 
and sometimes are paid for their labour a share in the produce of the land 
they cultivate. 

(2) Petty landowners owning a few acres of lands not oxcee<ling 5, till- 
ing their own lands with or without heli> of class 1. 

(3) Kainbatham or landlords owning lands more than what is ne^ed 
for their daily suhsistence ; a few of them cultivati^ their hituhs by hire<l 
laliourers and al.so let their lands on varain rate or on fixed premium in cash 
or in kind. 

(4) Absentee landlords who never attend to their luntls and have them 
cultivate by lessees. 

(5) Zamindars. 

1. (a) Petty traders and local money-lenders consiKting of Nattukottai 
Chetti banks (most of them now do not lend out moneys) sowcars, rich miras- 
dars having surplus funds in cash. 

Petty traders, taking advantage of dire needs of cultivating ryots, 
advan<‘t^ small amounts to nu»i»t their prf'xsing iietnls of the hour, such as 
cultivating expenses, etc., lend money on tt*rins most unfavourable to ryots 
as to prices and rates of interest, i.e.. ryots are made to enter into an 
agreement to sell their produce at a rate lower than the prevailing market 
rate and to fiay inteix'st ut 12 per eeiit, Hometimes loans are .raised by 
pledge of jewels or on personal credit at the rate of interest ranging from 
32 to 37i per cent, lint in villages where co-operative societies exist only 
a few of the ryots not more than 1(1 to 20 in number on an average join 
as members and loans are applied for cultivation and other exi>enses but 
the loans a^e no! applied for in advance so as to have them in time for 
meeting their expenses and the loans when granted do not go to meet the 
particular purpose for wliich they are raised, but they apply them for their 
expenses not nec*essary for cultivation or to improve their lands. The rate 
of interest charged is 92 ihm' cent, 8hort-Un*m loans are granUnl for ten 
months or a year on personal security or on pledge of standing crops. 
Long-term lonn.s are granted for .six or .seven years. 

In a very few eases loans are advanc<Hl under the Land Improvement 
I/Oans Art and the Agrieulturists Loans Act, hut the Government servants, 
Tahsildars and others do not give mueh encouragement in this direction 
and only small amounts are allotted in the Annual Provincial Budget and 
so it does not go far enough to meet the wants of ryots. No advance is 
made by the Iniperial Bank to agriculturists or to .small industries. Por 
«‘xpenses during cultivation at the rate of Rs. 40 per acre, 7 ctotos and 50 
lakhs of rupees per annum are the total amount of capital to l>e employed 
for the said purpose. In a few cases of C'ultivators of rich class they do 
not i'6quii‘e such loans. The uc^cessary capital for loans to be advanc^ to 
others will only }m six crores and fifty lakhs per annum. 

(b) For capital and permanent improvements there is need only for 
W^bsinking, W'ater pumps and oil engines and reclamation of lands, but 
they are not going on apace with the demand on account of want of expert 
advice and finance. So the Government in the interest of both the Govern- 
ment and ryots should take a survey of all facilities for underground supply 
of water in the district and make an estimate of exj>enses for sinking wells 
and installing oil engines or pumps of other kind for all places where good 
supply of water is available for such purposes. The Government should 



advert tlie fea*iibiiiiy of mdaiaaitoi) of lamln in paria 

and eail for applicatioiiii for grant of loaii^, etc. Without any anch attnrajr 

no estimato is }>ossibio for ex|>etiBea under this head. 

For ordinary surfai't' irrigation |»ur|Mv»e)>. a sitnilur survey of difftlt^ui 
level of lands or sourtvs of irrigation by tanks or dams aeixjss existtiig rivers 
and channels is also to l>e nuwle. plans aiv to Ih' jnx'paml and Cfstimate 
to Ih? kej)t n^ady so to draw thp attention of the (toverninent as txi have 
the work exix-nted in u particuliir order acx*onHug to llic capital available 
ill every annual budget. 

There exists no <x>-ordinatioii lietwxHMi the several cretlit ageiicias* But 
there is enough scope Icm' co-ordinating the a<*tivities of (toverninent wnth 
the existing co-operative system on the improvcxl lines. 

(f) The present system of borrowing now'er should la* nlmlished. The 
borrowing power of each individual in a village, sJionld la* tivcMi with refer- 
ence to his property and hU repaying cainnily and loans granted and 
advanced are not to exc.'eed the auiount ftxeci for his credit, 

{if) Strict scrutiny is to Iw* made in fixing such credit to lai o|H.*m*d for 
each individual, great care heing taken to pai*1u*ulars such as survey nmn- 
liers, etc., of their lands and lo the sources ol income, A memorauduni 
should l>e supplied and kc'pt hy each member to slunv bis property cpuilitic'a- 
tioii. borrowing, together witli particulais of loans raijscHl. 

Every villager should Ik* made a member and ail his iichhIh should he 
au[>pti4*d by the socn*iy, so that he may not look to an outside* agiuicv lor 
any help. In cultivating season scuixuial c redit must be opc*ncHl and his hills 
must Ik? met by checpies ls^ued in his name to the hank. 

{Hi) Then? should be a paid ri*Nponsible agency for c‘xecnilive work, 

under the control of the panchayatdars. lie must \h> u full-timed oftlwr 
entrusted with the w<»rk ot dishurscmeiit and c-ollcMtion and must k<K?p 
regular and acenirate uevounts. The pay ot each of hucIi agmieies should Ihj 
not less than Hs. 4U and he sh<»uld have* a ihorcnigh knoalcdge ol agricultural 
and industrial products and the lurther dcvclopnienU ol tin* plai*e, encourage- 
ment ln'ing given tc> such agencies hy proinutioii to liigher appointment JU 
(Jovc'i'iuncnt or other scrvico. 

(n ) Tlio capital of each sm lety aliouid la? im rt?tthed and the rat^ of 
interest ic-xIucckI ; in order to do tins c*lfc*< lovely we imiHl do away with tlio 
white elephant, tiic district Imiik paying jnt(»icHt at tin* tavciurahle raU* 

for depositors and trying to get profits ot its own hy lending at a higher 
rate and there is a staff with unnecessary expenM*H, Thi« ugainut Uio 
very t)niici|de ot co-operation trying to do away with middlenion, Jn ita 

{ >tace. different hrnnclie>s or out-agencies of the a|>ex bank should Ih> ewtalv* 

ished in inmortant and convenient <*enti‘es around villages nutnlH*ring from 

30 to 40. Toe said hraiiches nhould also Ik* in custcKly <»f kiat collectionis, 
dcponits made hy contractors, tcKidy-rcnlerM and others. The* i*olbH'tion work 
of Governmeiii due.s may iiLso he entrust4*d to Ho< ictic*H wdth neecwiary powem 
being given to the executive head of each MMueiy and a small cxmtrihutioii 
being made by (iovernmont for the Maine. These brancht?** will aUo atirac't 
all kiiuls of depositors and the whole Iwncfit will go cady lor the? lH*nefit <»f 
villagers without the? jirofil being Hluirt>d hy any mtddleinnn. 

^Thus, so far as finance is c*oncernod, €*ach village wdll liecomo wjlf* 
contained. Time and exjieiise einplu^ml in trauaDiitting collections and loam 
aou thuM l>e easily avoided, 

2. The ryoin, borrowing inoney on pledge of produce or i>erftonal credit, 
are forced to sell at a low^ pricx* to their lendei*s and to j^etty traders. 'l*hey 
ac?t as rniddlemen and deprive the cUltivalorjii of their profit to ilte extent 
of 10 to 2o per cent. If they are made either sell their produce directly 
to tlio exporting firms or conaumem, this profit of 10 lo 25 per cent can bo 
made easily available to the ryots. 1’he pooling of agricultural produce for 
marketing is not at in vogue. No serious effort is ma^ by 

operative societii*s to markc*! the prfMiuce of rn€*tiil>ers. Every liorroirer 
from co-operative societies sliould lie c?oriipelled to sell his pniduce through 
Uie society and the produce should be kept in the custody of the society l^t 
it is sold by the society as his agent. Each society must be authorisM to 
advance loans on the pledge of member’s produce the said loans not to 
exceed 50 per cent of its net value and the wholesale societies 
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liKsatod aI ooareiiiaiit cettiraa Uiai hare |MirtA, etc. DeoorikmiotB diottld to 
iftstalled in »11 oonvenieni centres acoordmK to the demand adiacent almost 
to erery Tillage* Every transaction js to be conducted by the wholesale 
society on behalf of its members. No facilities ai-e available for internal 
remittance and no negotiable instruments play any part in the internal trade 
of the province. Money is sometimes raised by merchants by pledging rail- 
way re^ipts. 

d. The value of land per acre in this district is as follows : — 

(1) Dry lands fit for casuarina plantation is about Rs. 30 to 40. 

(2) Those fit for groundnut^ I'agi^ kambu and other stable food irri- 
gated by well or otherwise Ks, 300 to i,OUO. 

(3) Garden lands Rs. KK) to 500. 

(4) Wet lands Rs, 000 to 1,(K)0 and honietiincs !<>*. 2,1X10 to 3,000. 

4. (<•) The ccwit of reference to the rcjcord of rights and of registration of 
records and of the process at law' should be made the fust charge ou the salo 
ot tto proceeds of the properties sold on account of defaulters and shoubi 
not be met from the assets of the bank. The burden should not fall on the 
good constituents of the bank. 

The working capital of tlie apex bank should )>e derived from all the 
tliree hOurt?es, prelerubly from deposits and dolwiiture ImmuIn. 'Mie Govern- 
ment should guarantee for a certain time (i.e.) in the infant stage both for 
the principal and iiiterest so as to create <*oiifideiic‘e in the public. 'I'here 
siiould be a wholesale purchasing society to help the debtors whose debts are 
irredeemable. Constituents of such societies' sriou Id lx‘ the depositors, the 
debtors and the Government. The object of the society should l>e to make 
the persons, who are not willing and who are not able to dis[)ose of the 
lands to clear the debts, sell the land to the society b>\force. For the fixing 
of the price of the lands the discretion should he given to different official 
heads having interest in agriculture and the head ot the department should 
do everything in consultation w'ith the niembei's of the association. The pro- 
fit and loss should be struck by the owmer of the land. The purchasing 
society should have some* persons with some knowleclge of agricultural engi- 
neering industry with short tec*liiiical exj[>erieiux»H and the .smiety should 
conduct demonstration. The ahovenientioned method will, of course, better 
the condition of the farmer or the cultivator w ho w ill lie able to pay off hn 
debts in the long run from the net annual income he gets from the laud, 

6. The producer may get an increasing return in coir-making, inat- 
lUttking, oif pressing, weaving, etc., being bupplemeiital to agriculture and 
other primary industries. These subsidiary industries should be encouraged 
because there is the possibility of gettiiig more income in sutoidiary indus- 
tries than what w'e get in agriculture. Uoir-making. mat-making and weaving 
are essential to the fariuei-s, who sit quiet during non-seasonal times* and 
they will really raise the standard of living l>ecau.se the labourer gets more 
wages. Above all, tliia will prevent tlie migratory character of oui^ labourer 
which is calculated to be a besetting sin. 



Written eTidenoe of P. DURA18WAMI Arergal, B^A,, 

Acting Manager, The Co-operative Central Bank, I*td*, 

Vellore. 


1, — Agrievltural crcfiif ami cralit /(/r stmtll itnlujih ic$. 

1. (a) The average agriculturist in villagivs is able to MH'Ui*e money for 
lii:i cultivation exjHuises tii^st l^* selling Uis iirmhux*. When that i» insufti- 
cient or not jHisNitile, he ohtams Ins hiiaitis* from the leachng ryots in the 
village. When such a I'ourse is a\oi(le<K he gtH's to tin* neari^st nuligonoua 
banker and gets the rwitiirml money either by the extHution of a i>rr>-iiote 
with another seeurity or by i»ltHiging jewellery. Certain ryots attach lliem* 
selves permanently tn a particular lea<ij[ng lyot who }inAiu*es them through- 
out the year and tnk<'s m n*turn ail tht* prinhus* grown hy them. In tins 
district is>-operativo scK-ieties linanee the ryots hy meatis of short-term Iohiih 
in oixler to meet tlieir cultivation exjienses to a large extent, 

{h) Jt may Ik* sui<l roughly that there are lliiee ways ol iihtaiiiing 
money for permanent iin|»ro\ (‘inent of lainl — 

(/) Iahiiis t rom tin* (iovei iiinent iiiuler the huinl Improvement lioans 
Act and the Agriculturists Loipis Act. 

tii) liong-ferm loans Iroin <H>-operative societies. 

{til) Indigenous Ijaiikeis in the locality, 

{() During famine, tin* ryot looks np to (he (iovernment for Iouhk and 
of course he sells away wimt alt lie has hy way ot jewellery and other vatuu- 
hies on .sucli <H*casioiis lu order to preserve bmisell. 

The raU‘s of interest cbaige<l by the indigenoti.s blinkers and Htmi'uiH vary 
from 7i t<» *JI per cent. Tin* merchant class is abU> to coininund only hbort- 
term hnaiux* I rom indigenous bunkers. Tlic r yots in villages are iibU* to 
coiiiinaiid long-term linanee only to a limittMl extent from the big landltolderii 
in the locality who entertain jt vague nb‘n ot buying the larnts imutgiiged 
to them in case the debtor defaults lor a numlKT of years. Ordiniirity tho 
sjhoiT-tenn loans are given by [invati* liankers on ^M'^>-not<^s with or without 
sureties according to the ^nancial Htability of the borrower. i.<ong-U*rni loutH 
hie sei'Uixsl by mortgages ol immovable property invariably, riieie is a 
usual stipulation in cast* of morlgage loans Hint interest Hliould 1 k) paid 
annually. In ureas wliere groundnut is cuitivattKl extensively iwjtty inor- 
chants advume small sums to the ryots on (‘omlition tluit they will be given 
the produce soon after the harvest. 

For the i)urj>i>se of giving loans to tlie ryots the Dovcrninent allota a 
certain amount per district and this is again distributiHl to every taluk fot 
giving loan?? umler the Lund hnproveiijent iaians Ar t and fbo Agriruilturtsts 
Loans Act. When this allotment is exhausUsI tliere is ii ) provision to 
me^t the r<M|uireinents of the ryots by the* (•overniMefit . 'riie Impertai Lank 
is not made use of by the agriculturists and is at pi*esciit made use of by 
the merchant class. The c<M)j>erative rTiMlit smieties have laH»ri playing 
^J;heir useful part in helping to finance the agricultui isU for the last one 
decade in this ilistrict. 

It is not tmssible to c^stimate the ca(>ital ri»miircMl unless an exteusive 
survey is made specially for the purpose. 

The ecMiperativ’c wntral banks at present are not able to fnianttr villAgo 
oocieties with long-term capital for whurh there is vor>^ great demand. 
The ryots are not so modi in uead of short-term money as they have for 
long-term money. Tho beat remedy will tm to secure for co-operative eeniral 
banks long-term money. 

At present there in no co-ordi nation among the various credit agencies. 
An iMnnsst attempt in the direction would be of immense help to ^e fyote 
ae well as to the credit agenciee. 

S* The value of dry land in this distrlvt varies from Es, 100 to 400 per 
kcm, ^ 
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The \"aJuc of wet land in thb di»tnet i« from l,f)00 to lU. 2.000 ihm* 
acre ordinarily. 'Ilie value may f>e a litth^ Iej»« than Ra, 1,000 per acre whwo 
irrigation laeilitien are dek»etive and tanks irrigating them are puit?ly rain- 
ted and may even rcoeh Rs. ahero there are siiecial irrigating 

tucilitiios. 

7’he main factors affecting the value of land are— 

(1) The quality of the soil. 

(2) Irrigation facilities — 

{() Whether the land is under any irrigation project. 

(ii) Whether the tanks irrigating the lands are getting any supply 
of water tlirough river channels, aniciits, dams, surplus water of tanks 
Miiuuted above. 

{Hi) Whether Jho tank is iiurel.y rainfed. 

(iv) Whether the assessment of the land by the Goveriiiuent is high 
or Jiiodorate. 

(r) Whether the wells dug in the locality have good spring. 

(vi) The cost of labour in the particular areac 

in) Land is brought to Government auction for non-payment of kist 
as an e.xtreine measure and this is generally resorted to only when tliere is 
famine and t'xcessive failure of monsoon and as such value of land in Govern- 
ment auction for non-payment of revenue is vei*>’ much lower than in the 
case of (h) and <r) and this value cannot he taken as the real value of land 
for all practical purposes. 

(h) In this case docree-holder who brings the property for court- 
auction is interested to raise the hid in amtion at least up to the decree 
amount and as such the value of latid is much higher than in the case of 

(r) In iliis case the value of land is still higher than in the former 
two cases. Here also two factors have to Ik» taken into consideration, that is 
whether the owner of tlie land is pressed to sell away the land for meeting 
his demand, or whether the purchaser is bent upon acquiring the same. In 
the former case the value will he a little lowei* than in the latter. 

4. There are a few land mortgage hanks .started in this distriet intended 
for the jMirpose of giving long-t<‘rm credit hut they are not functioning for 
want of capital. It is not possible to raise the requiied cajiital since the 
pulilie are not coming forward to purchase debentures. 

The ]»roj)osed central mortgage hank may perhaps solve the difficulty of 
raising the caiiitul. 

f would siiggest that all principal repayments to the mortgage debt*? 
should also he registered in the Suh-Hegistrar’s office just like the original 
documents in order to avoid the fictitious oruioisoments of repayments on the 
document in order to save limitation. 

Proposed central mortgage hank should not he made to depend U|>Oh 
deposits entirely to begin with. The (iovernment .sliould furni^lh it witlT 
rtMiuired long-term money at the initial stage till the public infuses confi- 
deiie© ill this hank by depasitiug their funds. ^ 

A guarantee from the Government both for principal and interest would 
go a long way to attract public deposits. 

5. Ah accurate method for arriving at a correct estimate of the rural in- 
debtedness will l>e only possible through the non-official co-operative agency. 
Wherever co-operative societies exist, a fair estimate may he ina^, by 
deputing a loading co-operator in a Union area with this work with the 
required paid staff. Statistics for mortgage credit may he collected from 
the Sub-Registrar’s office, hut there are vast transactions covered by means 
of pro-notes which cannot l>e accurately estimated except by enquiry. 

^hero are cases where farmers have liecoine tenants by the enforcement 
of old debts and eventually by the passing of their holdings to ^eir credi- 
tors. The cultivating tenant is not interested to produce as much as he 
woold when he ow^ns ilte land himself. 

(c) The debt was incurred for all the purposes noted in the question- 
naire and iiittch of this debt is due to professional money-lenders, next to 
co-operative societies* 
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Tho i» c«tU'«h»teil t'vcry year tr«ni 7J 24 iH»r eeat. It 

is iisiialty ex|KH.'tetl that the amiiuit interest vshouhl U:* pivi<l ri'gularly aiui 
that the princi{>al fMiicI at the t*onvenieutx? of the iaVK)iu'er. 

The svsteiii of pari payment of principal in raiviy iise<l ami ahateinent 
of interobt is not much in praetk'e. 

7. Tlje Iiti|>eria] Bank of India allows an ov'crdraft a<H'oin inflation to the 
eo-o|>eratice c'eiitral hanks on the t'ollaterai Mx urity of prt>*not«'a of unUinited 
Boci^iies. Tim co*oix»rative hanks do lud have any de«dings with the joint 
stocn l>anks generally. 

Till co-oiM>rat ive sixieties are in mnnl of loiig-tenu finaru>e. But the 
C'entral hank is not ahle to provide them with the itniuiml long-term eiipitfil, 
bince the apex hank is not dishunnng long-term loans to the rtxpiiiiHl extent 

It is not possihle to give nn areurate idea of tlie amount mpnred for 
financing ev>-o|>eraiive movement in tliiw <listrict hut there is a giHKl deal of 
demand for long-term loans. Ten lakhs of long-term money tmiy Im> an a|>* 
proximate amount for hnam ing the already existing stH-ieties during the 
current It has to Im |>4>inUsl out that there is ample sisiim* for 

impmvemont. 

No regular it ton exiHis. There inav Ih» ji little roinjmtit ion in 

rmnving depasits since the joint-Ntock hanks oiler a high rate ol interest on 
'.h'jK/sits. 

Yes. Tn addituin h> ilie conci‘V‘.ioii.s siiggcstivl in the fpiestionnaire the 
following c< ncessimis may also Ih» griinte<l to faf ilitate the growth of the 
movement : Fxemption Ironi the money onhn* commission levunl on the trans- 
mission of money hv (o-operative stw-ieties, exemption fi'om |>rofessionnl 
taxi's levied l>y municipalities I'lnjiowering the present ( ‘o-4>perat ive Depiirt- 
ment for tin* extHUtion of tlie diK-retN and awards given hv tin* arhiiruturw, 
tlie removal of the restriition of 4<l executions tier luluk, tin* removal of 
the rc*st net ion of Bs. l oi) for trunsniissioii through treasuries. Kome of the 
above cnnccssitjii-. Iia\ i‘ las'ii rt'< omnn'odeil hy the Totvnsetid ( Viminitti'C! 
on C’o-opi*i alum . 
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Written evidence of Dr. 8TM> TAJUDDIlf, Tanjore* 


I. ^Agricultural credit and credit facilitiee iot small industrUs, 

1. Tlie aftrioulturist in ihin (liHirict almoftt generally borrow* for prelimi- 
nary rultimtion expenneM. lioan* for thi* purpo*© nr© mostly for a period 
of on© year and the rat© of interest varies from 12 to 24 per cent. The 
rat© in co-operative gocieties is generally 10 per cent. Tlie financiers 
money-lenders and co-operative societies. The latter are gradually extend- 
ing their sphere of usefulness. These advances for cultivation are generally 
mad© on simple promissory notes wdih or without snreti^. O^periUive 
societies alone in rare cases offer to advance money on the pledge of sending 
crops. So other financing agency* is running in these parts to the best 
of my information. 

The only agency that can most effectively finance agricultural oi»©rationa 
during all thene stages is the village co-o|>erative society. The village society 
if properly worked can finance the agrir-nltiirist firstly for cultivation expen- 
ses, secondly for pavinent of kist and other incidentnl charcr^s on the nieocre 
of the standing crops and thirdly after the harvest hy enabling him to hoid 
up the produce for a favourable market on the pledge of the liarvcKtiHl crops. 

If every village could mad© to have a ‘co-operative society and if each 
society finances agricultural operations on the lines indicated above it might 
l»e possiliie to arrange for pooling together the harvested produce of all the 
agriculturi.st inemliers in each society and of the produce of all such societic*s 
in a central organisation, which might with facility and advantage to all 
concerned organise a system of co-operative marketing. 

The co-operative .so<'ieiieK give accommodation of two kinds generallx* 
(1> those termed short-term loans for one year for the purposes mentioned 
above and (2) for periods ranging from two to five yeai-s for other purposes 
.siu'h us payments of earlier debts, purchase of seed and manure, sink i lift 
of wells, purchase of lands, plough hulls, etc. 

The joint sUick hanks in this district grant loans for periods ranging 
from /I months to 45 months, 

f.i) Some of them like the Tanjore Permanent Fund grant loans for 
4o months a large extent on the mortgage of agro'uliiiral land and 

houses and to a hsser extent on the pletlge of jew^ols. The mortgage loans 
are gonerai/y for clearing prior debts or for pnrefiase of lands, construction 
of houses, etc,, and the jewel loans to meet emergent expenses. 

Tlw three months^ loans granted by the other joint-stock banks on 
f)ro-notes supported by one or two .suretie.s aio generally availed of and ati 
iisoful to t)io merchants. > 

(c) Almast all the joint stock hanks lend money on. the pledge .of 
produce, which mainly benefit the merchant classes. * 

The Government have also advanced loans to agriculturists under! the ^ 
Agriculturists Loans Act and the Land Tinprovement Loans Act, hut owirut^' 
to a variety of circumstances they could not be said to have achieved tbo 
real object with which they W’crc advanced. ^ 

4. T have briefly outlined the credit accommodation now Available In tb© 
district. But the agriculturist is not able to make much headway with aT 
the above advantages because of the load of prior debts which is gathering 
momentum on account of the increasing interest charges. To provide relief 
f«r this land mortgage banks on co-operative basis ought to be started 
all over the district, as ear1v ns practicable. Tt is desirable to have a largo 
numlier of small banks of this type the area being restricted to not more 
than a taluk at the most. 

The necessary working capital will have to lie provided as loans bv a 
central mortgage bank, which can more easily and with greater success float 
debenturee and to a certain oj^tent also secure deposits. In the earlier 
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tiagei the primary leikdinfii bauk may not be ab)o to secure much of 
but thia it may be able to tlo as time aoee ou. The Govoniiuettt would of 
course hare to purchase a portion of the Selienturos doated and also guarauteo 
the mterest theroon for some time. 

6. Apart from helping the agriculturist with loti^ and Hhori^term credit, 
it is abo necessary to concert measures to enable him to inritmso his earn* 
ing capacity. A large number of ogrtcuilurisis particularly in tlie upland 
tracta hare got spare tiiiie» wiiich they can employ on wuiio useful and 
remunerative enterprise or iudusti-y. To Kelp them in this diiection a 
number of labour organiautious might be formed to undeiiake and execute 
road-making, excavation and other u'orks from the local iKulies and the 
Public Works Dopartmeut. A large nuinlier of indigenous cottage industries 
might also witli advantage 1^ encouraged. In c'tuitres like Adirumpatiuim 
hatid-apiiiniiig and coir-iuaking might, with advantage, tK> dnniiceil. To 
begin with, the local credit oocieties might render the nec'casary financial 
he^ and separate organiaatious prefenil>ly on a cxMiperattvo hasis might 
sulwoquently he formed. 

7. Each of the various credit agencit^s is functioning in its own sphere 
and there is not mnch possibility of a <?onflict, ihougli I am of the view that 
t^ co-operative movement if developcMl on right lines is sure to l>e of mufdi 
greater beneAts imbued os it is by certain aims and ideals rather than for 
the purpose of merely providing cheap and facile credit. 

111. — Investment habit and attraction of caidtaf. 

Besides^ this, it is absolutely necessary that habits of thrift should be 
developed and agriculturists induml to invest their savings. The existing 
co-operative organisations have not apparently achieved mnch in that direc- 
tion. The local nidhi is used as a concern for saving mostly by tho popula- 
tion in tlie town and it i>< n.sorU*d t<» fiy tlu‘ agriculturists, more often 
for purposi»s of loan.s than for in vestments. Making of jewels in silver and 
gold is tlie usual form in whi<li the savings of the |>o<irer cbiKses an^ invest<*d. 
A greater insistence on the part of co-o|ierative organisations on tho import- 
ance of thrift w’onld c<»rtninly bo greatly useful, such as starting of chit 
funds, provision in the by-laws of scK’ieties for compulsory recurring 
deposita and things of that kind. Tho fiost office cash certificate is very 
useful as a form of investment for tho poorer classes and some more propa* 
ganda might also bo undertaken to popularise the same. The certificates 
might if possible be made transferable by endorsmnent. 
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Written eridenoe of M JLEy. V. SABAKATHACHAEI Avwgml^ 
B.A«, B.L.9 Mettn Street, Tiratoraipundi, Tanjore Dietrict. 


1. — Agricultural credit and credit facilities for small indasfrice* 

1. In doscTibing the ftystem oHtaining in anr district in thiA Presidency 
hy which agriculturists obtain htiam^e for expenscwi duiing cwHivation, 
for capital and jierinanent improvements and for other special needs, one 
cannot fail to take note of their iH-onomic condition. About W per cant 
of them arc suffering from a heavy load of indebteslness wftich ha.s the 
result oT the working of various factors. The most prominent of them are: 
(f> the heavy assi^inent of land-tn\ and levy in money and not in kind ; 
(ti) the absence of saving habit among the famors (a) owing to their 
extravagant habit of drinking and leading a life of luxuiy ajid indolence, 
(h) owing to the poor return they get from their holdings, wKidI are very 
small, uncontigiious and mostly uneconomic, which have lost aH ^eir natn|ral 
resources and for which impro\ed inethmlH of cultivation gre not being 
applied owing to their reserved habits, (r) the growth of food-crops alone 
instead of both food and commercial crom, (d) want of suBplemcntary 
occupation to add to their income, (c) t)u‘ cxisUmce ol inidalofii^ for 
the sale of their prodii(*o and for the purchase of their provilioiis ; and 
(iii) the incurring of unproductive debts for purchase of land <At an tin- 
fH*onomic rate of interest, for family debts licyond their means of repay- 
ment, for marriage and other c'ereinonial occasions owing to the fear of 
going against traditional social customs and conventions and <lehts for 
litigation, etc. 

Though some distinction has been made hetwoim long aiul ^ihort t^rin 
credit in the two Acts made hy the Government of India in granting 
loans to agriculturists, neither the money-lender nor the co-operative societies 
as they have l)een worked so far till very recently haVe any 

distinction lictween capital ncec.s.sary to finamo ugricultiiral^ on^ations 
and those required for household consumption, etc. The borrower has not^ 
lieen able to distinguish l)etween sums borrowed for productive purposes' 
from the expenditure of wliich he expecds to make a saving and add to his 
wealth and those taken for eiiri'cnt lUH'ds which every prudent mqii'Vould 
meet from out of the next harvest itself, ilence a major portion* M the 
loans inc'urred hy tht* agriculturists are utilised towards the hj 

prior debts and only a small negligible portion is available for other eJ^n$oa 
for cultivation or for iiermanent improvements. 

The agencies that supply the finance required by the agieicnitiirttt^or 
his various needs can he classified under the following hcad8r**«»4 

(1) the State; 

(2) the money-lender ; 

’ (3) the village trader and denier; 

(4) private banks and hankers; 

(5) the joint-stock hanks and the Imponnl Banks; and 

(6) co-operative banks. ^ ^ 

The State has recognized the serious nature of the problem^ indebtedness"^ 
and has definitely accepted its obligation to advance loans t^japriculturists 
in difficulty at cheap rates of interest as evidenced from the Land Improve- 
ment I^ans Act of 1^83 and the Agriculturists T/oans Act of 18^. The 
object ^f the first Act is to advance loans for land improvements for com- 
paratively long periods, while that of the latter is to grant loans for 
the purchase of agricultural I'equi laments like the seed, cattle and 
manure. The complaint against the working of the two Acts is that 
there is a very inordinate delay in dealing with applications that 
the borrowers do not get the benefit of the full sum sanctioned to them 
and that there is a very rigid system of recovery. The Eevenue Depart- 
ment keeps the aocouots and the subordinate staff disburses and collects^ 



the amount along with ^ kist. Only an iiisignifieaui portion of well-tCK 
do ryote bon^lrby tbeee loans. Some of the cttHiratora are not aware of 
the opportunitftiil offered hy these Acts, The meaua by which iinprovementa 
in Jana can he luado by availing loans obtnitiotl under the Lund Inmiwemewt 
L^n8,^ct should lie brought home to the «‘ultivators by means of a »|>ectal 
agency. As there is no educative inffuciics; Wliind tliese loans tho allotinonts 
made under this Act should l>e placed at the disi>osa} of ctHOperatiio land 
mortgage banks specially started for the siandfic purpose <»f disjanising long* 
term cretlit, Tlie Agriculturists Loans Act should not Ih' c\iHH'ied to bc) 
the means for meeting till the normal re^^uirements of the agricitltuvists but 
should be brought into o]>cration in tunes of except ioiuvl cnlamity and 
distreas like failure of monsoon, famine, etc. It is l>eiug gradually replaced 
by the co*o|>erative credit system. 

The money-lenders^ crwlit is riiiuoiis to the l>or rower. It is u iDmmon 
practice for agriculturists to kwp their entire lUTounts with them which 
are often secret. They start with a debt and nlti'nys i*einuin debtors^ Btfttt* 
the entire produce is* hondt^d over to them aftc^r harvest, the royts get a 
verj^ low’ price. The money-lcncU*rs are very t>ften anxious to get control 
over the borrower’s property and |io\vcr over him l>y taking advantage of 
his need hgrrow’. TIm^ cluuici's of fraud are grt^oi and tliey charge a 
vei;y heavy of interest. 

Merchants ind dealers in villages lioUl a prominent iidi nonce among tlu’ 
ugriculttfrists. As the dealer jiurchuses his requirements on credit he luis 
to charge H high price for bis articles aud the agriculturists get inferior 
qualftfi^nd that too not in full cpmiitity. They are always under the 
dictatioiv of the dealer, ami the merchant and the dealc»r arc very often 
coinhiued in we and the same person. The merchant usually enters, long 
before the time of hai'vest, into an agreeimmt with the agriculturiKts to sell 
all tho latter’s produce for a prevailing soon afUn* harvest or at a 

rate fixcnl at tlie time of the c*ontrac't itself. Tho amount the agriculturist 
gets is noininnl and he is very often deceived in the muttcu’ of rtiitng prices 
and ineoaurw; 

The mivate bankers i)rovi(le funds on securities not ac'ceptulde to the 
IfnpediAf JB^lik or jointitock banks. They do a real service to internal 
trade 0? country. Small .shop-keepens get their gcK>ds from a merchant 
Wtside €1^ credit. The laiter draws a hundi at three or six months. The 
luerchant di’^unts it with a C'hettiyar, who, if he is in want of funds, re- 
discounts it with the Imperial Hank or joint-stock hunks. At the lime of 
harvest the agriculturist obtains a hand-loan from the ('hettiyar. After 
.the hg|f 06 t pacldy is sold to a l>roker merchant who arrangers for an advance 
with wii Ipaperinl Bank or joint-stcK'k hank, with which the agriculturist 
i« jpant who in turn pay.s tJie Clicttiyar. If the goods are c\j>(>rted outside 
the coutttr}’ tho bill is sold to an exchange Inmk «iul tlic^ promnls are 
utilised in repaying tin* advance* from the ]m]K*rial or joinl-stcnk banks. 
Thte they tkie internal trade* and .serve as a means of distributing 

the surplus lwQda,of the imperial Bank or joint-stfx;k hunks to tlie retail 
dealer agriculturists. Kxperieme has shown that tliese private 

banka and Imnkers iu the mufussal usually degeiicuate into usurious inoncy- 
i^idetvi w’li0 the heavy indebt <>dness of the countr^sido are very 

difheult to control, 

^ bauk> usually advaiue loans to larger landholders and 

planting Ipmmttitity and those who possess tangible iiiurketable security. 
Thej' regidaiiy advance loans on the security of produce in gcxlowus. The 
ImjHJrial ^Iniidi; of India through its blanches gives loans to well-known 
traders ahd rooreliunts on tho security of the procluce lodged iu their 

f udowns. also given cash credit aceoiuiiifKliition to the Madras Central 

irhan Bank and to C 50 -operative central banks on the security of pro-notdi 
execute by primary aocieties lodged w;ith them and such loans are freely 
given in the ca«e of c*o-operative societies with crop Joans. 

The baokiog habit has not spread into villages to any appreciable 
exten^ The existing eommerciiO banks like the jomt-stock hanks and the 
Irnwrial Bank of India deal witli short-term transactions which are often 
in iarg0 sums. Tliey* provide hanking facilities only in imiioitaiit mufoatal 
centres o( cemuierce and industry and not m all urban and rural pkrts, 
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Eroii li they epett brandies caiiiiot soociis^lilly derelop llie areaii 
cavorod by cxi-oporative banks aa the expenses must be prohibitive compaTed 
with the business they maw be able to get. Though they are indispensable 
for trade and comnierf.e the agricultural land in India is unsuitable as a 
HOfurity for such bank credit as the holdings are smalb cuHirators are 
illiterate and their habit in the matter of punctual discharge obligatien 
is not very well cultivated. Further they cannot afford to lodr np their 
capital in small loans repayable at the convenience of the borrower and 
not repayable at a short notice. Further agriculturists in rural parts are 
not sufficiently known outside as the trader or merchant in a town tb these 
banks. 

The credit given by other organisations like companies trading in 
fertilisers is unsuited to the agriculturist for it in only for a very short 
period not usually exceeding a month. . * 

Hence all the aliovo sources are unsuited to the agrioulturists and 
a Separate banking system is needed to handle agricultural credit. The 
one typo of institution which cun safely operate in such a Held is one which 
attracts the sympathy and serves tlie interest of the borrower. The salva- 
tion of the agriculturist lies in ** an insitutioii w*hich will lend only for 
useful objcHrts, which will a<tx>pt and insist on regular payments by instal- 
ments and can sul>jcci him to the pressure of a neighbour w*ho hal a conimon 
interest ill keeping him up to his duties The co-oiK^rative system offers 
an institution of this ty|>e. Its ultimate aim is not only *‘to free the 
borrower from a specific burden but also to place him in a new economic 
position with a new standard of economic liehaviour for the fulj^re 

The rate of interest charged by agricultural priinaiy co-operativa socie- 
ties varies from 9-0-0 per cent to 10-15-0 per cent; the nature af the 
security for such co-operative banks is either jicrsonal surety or mortgage 
of landed proiHUty. In a few cases loans are given on the pledge of 
harvested produce. The rate of interest charged by money-lenders varies 
from 12 to 2i4 lior cent and that by private bankers is usually not less 
than 18 p^r cent. Joint-.stock hanks charge 0 per cent for ordinary loans, 
and 9 per cent for special loans but when there is default in the pajunent 
of any single instalment the rate of interest works up to 12 to 15 per cent. 
The Imperial Bank rate is usually a fixetl flat rate of 6i per cent. The 
period of loan.s of cti-opciutive societies ranges from si.\ months to ten years. 
Joint-stock banks lend on the sc5curity of crops and on valuable jewels 
and in a few c^os on moilgage of laud. Private bankei-s and money-lenders 
lend on securities not acceptable to joint-stock banks or the Imperial 
Bank and they are for indefinite periods. The Imperial Bank of Indial 
lends only on the security of produce secured in gixiowns .for ri^ 
approved customers, ft doe.s not usually lend on mortgage of lands^t its 
funds cannot afford to bo locked up in a numl>er of small loans payable 
in instalments at the convenience of the borrowers. Joint-stock banks' and 
Imiienal Bank's loans usually do not exceetl three or six nmflths ad the 
utmost. 


In the working of the co-oporative l>ank the one prominent feature now- 
a-tlnys is Uie growtli of heavy overdues owing to illiterate and indifferent 
panchayntcrtirs and inemciciit supen ising bodies. There ahoufd be thorough 
overhauling and the work of rectification and consolidation already be^ 
should not l>e allowed to slacken owing to differences of views betwem the 
various agencies, the central hanks, the federations and the ddlArtment 
As the price for whicli the croiis aixj sold is very small owing to the inter- 
vention of a number of middlemen, and as the ryots aiso duffer from 
heavy priws. for their agricultural needs and housdiold reqnisitee, loan and 
^ie s^ieties should be started in large numbers w'ith godowns hi Idmoet every 
important village and the joint indent system should be freely indulged in bv 
oo<-«^perati\^ banks in the pui'chase of the needs of agriculturists. Further 
ot^cation by well-mfomied pereons should be given to all the pandia- 
yatdars and lueml^rs of primary societies on the lines conducted by Hie 
provincial co-operative union at Madras during September and October 

k. ^ finance agricultural primary oa-opmtive 

hanks get their funds from short-term de^ts. Hie loanrS^ 

««»p.r»tiye societies should bo ooufineTto u 



knuis for fsiatmiit ouUivaUoo oxitonaes tkhd oHm loi^ 

all oUM»r mmi includius loans tor capital improronioota idioold bo, halMWd 
only by oo-opor«tivo land mortgage^ banka raising their I'apitiil not bjf di^w^ 
but by d<^ntturos aided by a ceutrul land mortgage bank. ^ . 

Thor© nre rerj^ few land mortgage hank^ u'orking. They suff^ *fro^ 
want of enlBcient u'orking capital as their delientiu'eN <lo net find 0 
markeyt. If a central land mortgage bank ^^^ue^ debentures it can cananaua 
a ready wile and there will be no eamtM>titioti l»etwi>en different prltnai^ 
land mortgage banka. Further the iieriud for which loan» aro adraneod 
should 1)0 W years and not 2f) as at preseut. The borrowing power slumtd 
he 20 timno its paid-up share and reseiwe fund mul not *.» m it exists now* 
The amount that a member can l>or roar should l)e at least Its. 5,000 and not 
2,000 as it is noyi" and the rate of interest should lie 0 or 7 per cent 
and not D. central land mortgage bunk iichhI not lie sinrled by the 

Govcriinicnt a^ith officials as the ex<H‘utive !>iit shouhl Ih' left to private 
management, the Oorernmont carefully watching its activities. 


Tile Imiierial Bank of India should not terminate ut its sweet will 
and pleasure tha cash ci^odit accomiiiodutioii allowi*tl by it to the co-oyierativ^ 
central banks and the Madras Centru! Urban Ihiiik but the facilitioM 
enj(^0d ak pf^nt "should l>e on a looting of central giiiirnntee and the 
agricultural lionds ut primary societies should he frtsdy ro-tl i seen ii tod l>y 
them^in times of necessity lor more short-term cnnlit. 


In tlid ^aso of payment of land revenue a few typical lo-oiicrativo 
ttacieticn* ma^ tinr the system, of paying Govern men i kist on the security 
ot harvested paady lodged with them. 

In climating the expenses during cuhivation ne liave to take into 
account in some cases the lalKiur of the eultivntor ami Jus familv. 


The cost of hired help is usually met Irom the paddy reserved out of 
the previous hunesi or out of the harvest itself. St'cd is kept over from the 
previous crop and cuttle are fed on the produ(*t' oi the hohling or on what 
they can gather fur themselves us loddei. The purehuse of cattle, manure, 
nea^ varieties of seed in some cases and the payment ul kist are the largest 
items of eash rtxiuired by the cultivator. 

Below' is given the rate of expenses for cultivation of 171 luahs of wet 
land or 5-80 acres roughly a ith ono oixlinaiy native plough, with a pair 
of bulls <K)8ting Rs. 50. Fifteen mails of land or 5 acres of ordinary land 
.will reouirc 21 inahb of land or *80 acre ol seed-hed Inml. 


Manaring seed bed 

PI '>«gbing seed bed at 1 man for 50 kalis — 

First ploagbizig 

Beoond ploaghmg 

Bemoving the mad with axe . 

Bemoving weeds— 5 female coolies 
LevelUiig mod behind the plough— >1 male 
I^^ting («at water— '1 male . . 

Sewing the seed after it is xiompletely iahaersed 
ilk Water»8 males . . .. .. .. 

SnsSi it the rate of 18 marakals for 3 mabs^ 

7i4««yM 

iir«U«e for dxying 1 kalam 


SCatittilftg land gcoper at the rate of i bindiet per 
aMli t« .. •• 

Jatvelling manuvo— 4 nudes «« •• 


Kxpense in 
kind. 

In oasb* 

X* W. 

AS. 

A. r. 

2 0 

6 

0 0 

0 10 

2 

8 0 

0 10 

2 

8 0 

010 

2 

8 0 

0 5 

1 

4 0 

0 2 

0 

8 0 

0 2 

0 

8 0 

0 0 

1 

8 0 

86 

21 

4 0 

14 3 

38 

8 0 


10 0 

30 

0 

0 

00 

f 

0 

0 
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^ ibiTatv#! I mih fot 6<K£ii1i»4^ 
^»Jiit <*^ .. •• •• ^ 

i;^liiki|>UtO||hmg 

land witti axe .. 

t2)e|»loagh (4ii0#«ft»i|L4r«), 1 male per 

iJnSj^^ aitifar ptoogbing (c;#/^(A«*0^i£r««)l iu«i*]e 

ttjy , ,, .. ,, 

fpr^moTlug »iurs€a:iet 26 malei lor 

maO# •• •• •• •« •• 

Tru^lunfttfoii, $ levalee lor t mah 
pemOTiug woods, 2 lematea for 1 mab • • 


PloQgliiTig Med bed land alter remoying nonierieo, 
1 male for 60 kolia or | mah — 
lit ploughing • • 

find ploughing 

jKemOTiiig mud with axe (Oar^^a), 1 male for 
1 mah . . . . . . • 

Xhird uloaghing before transpl mtation, 1 male lor 
^ 10® khM« or 1 mah 

Txaneplantetion, 6 females per mah . . • • 

Kemoving weeds, 5 females for 2| mahs •• 


Harvesting expenses — 

At the rate of 1 mole for 20 kulis 

Fot maramut such us oi eating bunds for hcJds, 

bearing silt^ eto 

For obannei digging (6 mule«) . . . . 

For talui^ an and waterman {£rr*9^^ml^^^ 

For iupcrvigion work for 4J months at Ks 2J 
month 

Kxtra expenses during Dipavali and 8un- 
( karanii «» •. «« .. •• 


Kibt at the rate of Be 8 per acie on an ui erugt. 

Total expenses . • 
DeUrioxution of oatUe •• •« 


Tield IS at 8 kalams per mah on ah averege 
btraw at 70 bundles at 6 bundles for a rupee 


BtMMV 

Mid. 


* . K. 

M. *. W. 

^ 6 0 

10 0 0 

6 0 

10 0 » 


40 0 0 


**.. 1 i 0 

ae ‘ 

^."7 8 0 

it 

13 8 0 

0* 

' 18 12 0 

20 

7 8 0 

*3 7* 

130 12 0 

T-- - - 

^ ■■ 


f 

0 10 


0 10 

2 8 6 

06 

1 Jl » 

06 

^ 14 0^^ 

1 0 

3 0# 

0 6 

' 1^4 0 



3 11 

11 18 # ^ ^ 



20 7 

44 t 0 

30 

*in 0 {) 

0 10 

2 8 0 

1 6 

6 0 0 

4 6 

12 0 0 

2 9 

7 8 0 


81 0 0 
48 0 0 
810 0 0 
6 0 0 
316 0 0 

■ f» 

86(t 0 0 

11 12 0 

361 12 0 

16 18 # 

a/wUI have a debt of Ks« 1,600 tnd ike ralae of the land wi|l bilMld jtd 
ifttrage. " " 

is the rate of expenses for cultivation -w hero 
empl^s labour all kinds of oi>eration, Where he w hr * 
vator, on account of his labour and that of his 

saving of at least Bs 160 or 60 kalams of padclir*' W|iki| Amciil nmiii 
such as s idwp lwaspbate, nitrate oi^^soda, alipioiiiuifl eom- 

bined with i^ttiral luanuro ii$,uaie4 tlie oegt eoimiBi to Rs. 18 


Hell noome 


33 2 
16 0 
110 ll 


140 0 


SOU 




^6 dmUkr 

position of tlio r^rot U ^ bo 1^ 
when there is less ecw'^^pf eiiltiva^ 



wet 




seeds, better plonghing an4 #ther UMMkir# n^thodf of eoltiviiliil^ id^limtiiil^ 
by the Agricnltnral Dep^ment* ondf cnangp ^fn lllb ei^ 
coses ore introduced. Tlie# bettee prices con'' W ^«iife»red 
the condition of the market - prices and the detnaivd 
are made known i# erery farmer by means of "iregolar 
those obCoiiiitig in America. Rural indebtedness W iati»tab^^ 
wiped off -only giving more ahdrt-ierin loans for prddiietftn 
and long-term l^na pmde repayable within 30 years by the a4' 

the self redempiien system of puyinent or the amortiaaiion sc^ieme. ^ , 

there should be an . effect i\*e check on extriivagant haVdfs of standing 
beyond means on socie! and religious occasions. Further.’ ec^onom^ WlKki 
be practised in .the matter of puix^^baso of agricultural and tiousihofd 
requiienients. Subsidfaiy occupations such as spinning and weaTlng» m«it- 
making, coir indostiu*. ■ vegotable-gardeniug. poultry-farming, etc., will 
alone give additional income to the ryots during the off-season. The 
savings secured in tlie above ways must be made available to the cfWUpefntive 
banlis by the fntmdnction of bomc-safe deposit system wbicb is pt'aetically 
dead fli^al|.sociotiecu I 


ff. Tu fJfce case of wet lands tlie principal crop raised is iiadtly. ft is 
tnnially ^^nsumed and there is not much that is availHlile as sale from 
small cultivators. The rich mirnsdars and the noe<ly cultivators rofiuiring 
money at the time of payment of kist sell their paddy to a local oommtsaloii 
agent ey broker who usually obtains money from outside mercbanie wlio^ 
go ever here after studying the demand for it elscubere. It is a matter 
of common complaint that sufficif^it paddy is to be bad as desired, by ’Ib*^ 
exporting tm^raliantii. An attempt is now being made to collect the paddy » 
available 4tt- ilie godow'iis of loan and sale societies wbicb are expected to 
command more bargaining ixnvcr than the individual ryots. 

Tn tlie case of dry lands cbolani and plantains are consumed in ill# 
place of produotioii or round alioiit. ('billies are taken outside and sold tbere, 
Tn rare <*a6es they aie oxpoi ted to different plac^es internallv. (kwonut lo • 
a certain extent is consuinetl locally and to n certain extent the dried copra 
and coir got out of the cs^asnuit fibres are exported to foreign countries 
for soap manufacture, ete. A major portion of the ground nni i« Collectefl 
by brokei‘s and commission agents of foreign exporting firms like Ralii 
Brothers, Volkart Brothel'S and are exporte<l oiiteidu ibis (onntry. B<^m#» 
times the small <’ultiv'ators take them to the agency office braiwh and Or# 
paid for there. The firm’s branch offices get money during the busy KoaHon 
from the local treasuries on advitv from tlunr agent s at Ibimhay where they 
have aci^ouuts with the branch of the Tinperial Bank of India which is the 
hank for tapiisui’iing Government monetary transactions. In the case of 
paddy, gradation is not possible as the same kind is not prodncotl through- 
out the district. It is not possible to form [iooIh at this stage and what is 
pra<Ttically posailile is tlie collection of paddy by loan and sale wm'eties by 
which greater prices can Ik* 8t*cured for the ryots contequtmi on the greater 
bargaining power and expert selling. As for dry crops, o(M)|)erative agen- 
cies^ can collect them and make them available for the exporting foreign 
firms. We can only avoid a numher of middlemen who eat aw^ay what is 
legallv due to the .small producers and the chances of fonrjing pools arc 
very few now. 


private bankers get additional capital from the* Imperial Bank and 
the joiili-iiteck hanks to finance agriculturists and potty traders. Bigger* 
teaders pierchaii^ get advance direct from the joint-stock and fmpe#^ 
j&^he aecuriiy of produce Ipdged with them. The agfiCilih 
hyidfloans by C%€*ttivar» or private bankerH on the eiiini- 
iiott wJ^Tjro-notes fo current cultivation oitnenseg. Thus the private 
a* agents &e niiperial Bank and the joint-stock^bff^lL in 



tion of their surplus funds to the retail d<^afers Jhid 
le^ca^ of foreign exports, the biHa are fold to exchange 
theiwfrom is utilised in furthleff production. 

For ifliSwii^fllile of docuuMMit drawtt V tfae tfiofliigtit from 

the l^wBtdoo^r or othe# finport|»t whlc^ ss ttmtuBy 




dmim nt n tmaoce of ^ to 00 ^ Wbo 

'ofi4 tho hUJ of €^aii0o it lluit tie 
luifoiii Jbutidii lioi i^riicttlars ate entered ^ 
are cltitoouiited with private bantunw H 

iMMliacocmt them with the Imperial Bahlr or 
not presented for aoeeptance bafhrw ite pi 
Wmfe^they are due or overdoe^r In" the eiae ot 
mept drawn is ntusHy the bill of exehonae drawh 
for periods of eix months or more, which has to 
anoe. Whe bill to whidi the shipping documents 
an exdiange bank who rc-discount them with the 
are in want ol funds there. 


lebn tlm htmdi 
drawee w not written 
drawee’s books. TIue/y 
Mm- U^^^nknt of fnndi, 
^^mks. They are 

on the importer abrimd 
be present^ for aeoept- 
go as oovar is sold to 
bonks hi Lcmdon if they 


Certain ^facilities have been given to co-operative societies hi the case 
of iniemaT remittance from one place to another. They can n»e Covem- 
ment remittance transfer receipts at par bat other bankers have to pay 
a smolf commission in this respect. They are issued from one snb-tressury 
to another snb-treasury in the same district. If money has to be sent 
to another district, it is only the district treasury offi^r that can issue 
remittance transfer receipts in such cases. This restriction may with 
advantage ho relaxed. At present the e^h credit accommodation pppyided 
for by the Imperial Bank can only l>e utiliKed in the dishursement m short- 
term^ loans. Fer*ilities should lie given to finance co-operative l^nks on 
speciftllv favourable terms such as grant of long-term loans for periods over 
12 %Pr>nths at hank rate on pro-notes or lionds of provincial banks with fixed 
instalment and short-term loans for 12 montlis on pro-notes al 1 per cent 
beloiv the bank rate. Fnrther, co-operative 'banks should be frocdy employed 
by the T?nperial Bunk in tlie matter of discount of bills of exchange or 
grant of loans on cash credits for financing agricultural operations. 
Approved central banks in select localities whore the Imperial Bank has no 
branches should act as agencies for management of Government local «ul>- 
treasuries. 


C()-OT>erativo societies disburso their loan.s in kind. It would In? an 
improvement on banking and will confer greater benefit on the central 
banks, the village bank and the ugricultitrists if instead of cash one rupee 
onrrenev notes of tbo central banks are issued and thev are utib’sed by 
niem^>ers in the payment of their debts to merchants, 8bop-keepei*8. etc. 
Banks can transfer the short-term loans sanctioned to them on forecast 
system to the current account and one rupee l)earer cheques may he issued 
up to the amount held as deiwsit. It is l>eing tried in the Salem bank 
hud its success depends on the confidence tlio i>eoplo have in the Salem 
hank and the extent to which this idea is l>eing popularised there. 


Pro-notes, bills of exchange to a .small extent and hundis to a large 
extent plav an important part in the case of internal trade. Hundig 
are negotiable instruments in the vernacular and are exem|lfc from the 
operations of the Negotiable Instruments Act. Care must be exercised 
in seeing that only real bills representing real trading transactions are 
circulated and that no kites or mere accommodation papers are let loose 
in the open market. Trade will certainly expand if the stamp duty on 
these bills and hundis are abolished. 

Hundis are chiefly of two kinds. Those usually current are payable 
to respectable holders and require an endorsement and delivery before title 
passes. These are not bearer hundis which pass by mere delivery. There 
is another kind of hnndi where no liability is imposed on the drawee to take 
up the hnndi though he takes possession of goods consigned to him, A 
drawee paying the amount under a hundi without due enquii^ would lie 
•diable to the true owner for damages. Sometimes a letter is given wddiwsoed 
to a certain person in the town .where the hnndi is tiavable 
to take it up in case of dishonour. The public and the kpiripe^ 
huStter protected if the Negotiable Insfa-uments Act is as to 

inctode hundis where the drawee is made bound to accept wis 
cato he has goods ('onsigned to him and the drawee mu8^|to ujMide naulb to 
the holder AS in the case of other instruments. The of 

should also be extended to hundis and the drawee niade ®abto if neltoiiwi 
or had reason to believe the endorsement was foi^sed lu^epting the 

hundi. Iwun^iate notice of dishonour must he neccssoi^ as iit the case of 
negotiable instruments in Englishi ^ 
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(Translation.) 
Sj^ecimen No. 1. 


Hri Haniajayam 

Negapatam, 

Nn 49 l»t August 192*^. 

From 


A Chiunaswami Avyangar ct Rons, 


To 

M H R> O A. O, K LakHliiiianau C‘botti 3 ^ar Avargal, 

Sow carpet, Madras. 

At sight, pay to R Krmhna Avyar Avargal of Mylaporo of that plaoo 
or ordoi Uuf) 0 o*» hve bundr<Hl and sixtv only and debit the same in our 
accounts viith an endorhement of the payment hereon. 



A. Chinnat 


One anna 
warn I Ayyangar 
Stamp. 


k Sons. 
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(Tran»Iation.) 
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No. 69. 
From 


To 


A. T^. 


Sri Rainajayani. 


Ramnnnthan Cliettiyar, 

Mannargudi, 


Mannargvdi, 
10th Octol>er 1928. 


M.R.Ry. A. r. MiiUiukkaruppa Chcttiyar Avargal, 

Chidambaram. 

At sight, pay Rupees one thousand and thirty-eight only to Krishna- 
swanu Mudaliyar and Company, of this place through Palai^r M. Krishna 
Pillai of that place and debit the same in our uccouiits w-ith an endorse- 
ment of the payment hereonf 

A 


A. R. 


Four on« 
anna 

BamanaUian 

Stamps. 


Chettiyar. 


Us. 1,038. 
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Tlie first ftpeetmen is in ordinnry form. Tlie is rande puynUn 

to tlie pa^ thronfl^ a reiiaKle paH.? to preroiit loss in em tho Kmndt 
is lost or stolon. luindis are orders for payment. If they are made 

payable to a bank on the badr of it is vritten<«^ 


*y|(iy to the Bank of Madras. 

^fRe^ired payment on behalf of tlie Bank of Matlias. 


Shield, 


Agent, 

l^dt |iandis are sometiinos disooiintod in tbo local centra iteelf, but usually 
they out to a provincial centra where there are branches of 

impeihailt private bankei's and other approvcnl hanks. Merchants or ctMU- 
msMipil agents very rartdy hold huch iahtruments for moneys due to them. 

Tlie instruments of oa’iierMltip of giwxls that are usually employed in 
fiea|>orts and large cities are railway receipts, hills of lading^ dock war- 
rants, warehouse-keepei’s’ certificate and delivery- orders, BuIh of lading 
and dock warrants are not negotiable instriiinentN. The High ("ourt of 
Oalcuttn seems to have held that jute delivery orders pass from hand to 
hand either by endorsement or by delivery by custom. There will lie no 
difficulty in the tiiaiier of ndvam'cs on sm-li secnrititn, if reliable licensed 
warehous<\s gtiarante<» that the (l<K*uincnts offered aro real ones and not 
forged ones, that the packages arc not oversti4t4HT and that the rommodity 
ex|>ortetl corrosjMinds to actualities. 

3. Wet lands in this district may 1*4* divided iiiU* rivei-l'cKl or ruin-fed 
lands. In the case of wet lands, their value depimds on their Hituation, 
nearneas to the channel, irrigation and drainage facilities and quality 
of the soil. Ill this district there are no wet lands fur which water ift 
haled out from wells, hut wat<*r is sometiiiieH bnlcMl out from lakes, tanks 
and jmnds. 

Dry lands may Is^ dividisl into gunlen lands and other kinds of lamis. 
In the cose of such lands, their value de|>ends on the extent of water 
Available in the wells for raising the desired crops. 

Paddy is the principal crop raised from wet lancls and coconut, ground- 
nut, chillies, plantains and cholain in small quantities ai'c raised on dry 
lands. The value of river-fed wet lands varies from B«. 450 to Ils. 900 
per acre. Tlie value of rain-fcKl lands varies from Rs. 200 to Rs. 400. 
The value of garden lands varies from Rs. ilOO to Rs. 600 and the value 
of other dry lands from Rs. 150 to Rs. 250. The value of coconut garden 
lands is more than that of those producing groundnut. chini(*s or plantains 
or c^holam. The values given aWve are ihoM* which are usuailv obtained 
in puirhase by private negotiation. Where suc'h lands are sold in court- 
auction. the value goes down by half and it does not usually exceed tlie 
decree amount or a slightly higher amount than the decree amount. Where 
thefe is Government auction for non-payment of revenue, which is usually 
rare, tlie value realised is very nominal just to clover up the revemue. 


4. Though section 29 (3) of the Ck>-operAtive Bocieties Act IT of 1912 
eontemplaies the prohibition of the lending of money on mortgage of 
immovahle property by any registered co-operative society or class of socie- 
ties the kKm! Government has not chosen to restrict loans so far 

as it has been prevalent throupdiont the history* of this country. 

Though there are ten primary land mortgage banks registered in this 
Proaideney by the end of June 1927, only three are working. The liorrow- 
ing power of these hanks is limited to nine times their paid-up share capital 
and rese r v e fund. On the strength of the landed property which the indiri- 
dual members d[Aiie bank pledge to it it issues debentures carrying 7 per 
eeut Interest. OKrenameni has agreed to purchase dehenturee eqnid to 
the value of dehenturee sold in the open market subject to a limit of 
Be. 55,000 for auy one hank end Be. 2.50,000 for the whole Priwi^cy, 
llebenttires taken up by Government carry 6| per cent internet. The maalmum 
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limit of indiridnohi ia Hs. 2,000 up to half the ralue of the roorijgafo pr^ 
pertiee or ] of the net income for the period of mortgi^ whidierer ia 
feaw. No loan i» granted for more than 20 years and the uiterest on loans 
is 9 per cent. The Registrar or some one appointed by him is the^trus^ 
for the board of directors who is to see that the bank fulhis its obligations 
to the debenture holders. 

This scheme is not successful for such banks apj>ear to bet ntost ilU 
suited to float debentures so as to rtwiunand public confidence.. Central 
banks are further prohibite<l from lending oii the security of the deben- 
tures issued by these banks. The paid-up share capital is 12i i>er cent of 
the maximum borrowing power of the bank and hent*e large sliare capital 
stands in the way. The individual lK)rrowing limit is only Rs. 2,000 
which is hardly sufficient for the upper tniddle-olassos posseesinp substan- 
tial security to offer and a^ith real need for long>ter]n productive credit. 
There has been no public advertismiient of these banks so as to attract 
investoiTi to put their money in the purchase of their del>entur©s. 

Hence a central land mortgage bank alone should float del)entiire8 and 
the money should be lent directly through the priinarj' land banks and 
not village primary societies for the latter cannot lie expected to deal 
satisfac'torily with the scrutiny of titles and valuation of propertu*s. The 
maximum borrowing power of the land mortgage banks should be 20 or 
25 times their paid-up share capital and i-escuve. Tlu^ individual loan limit 
must Iw* rnise<l to 4,(VK) or 5,IKK). The trustee should see that the central 
land mortgage bank fulfils its obligations to the debenture holders. IX?hen- 
tures may be floated at 5 per c'CMit and lending to borrowers may be fixed 
at 7 per cent. This 2 per cent margin is sufficient to cover the expenses 
of the hank as regards valuation, office establishment, etc. Debentures 
must be made trustee* scHnirities .so as to attract sufficient capital. Such 
debentures ought to Ix^ issued under a floating charge on the properties 
mortgaged. It is sufficient if the Government guarantees payment of 
interest regularly and by so doing there will be no loss to the Government. 
If it guarant€^t»s payment of principal loss may (X'cur and it may Ik* avoidcnl 
by the raising of a regular sifikiiig fund to which all advance payments 
must be credited. Rejiayineiit must W by regtilar iiistalmeiits within a 
time fixed in advance. The amount to lie paid every ycnir is determined 
by the length of time and the agreed rate of interest. Where a loan is 
Us. 1,000 and the borrower agrees to pay 5 per esmt interest and 2 |>er 
(tent of the princiv)al, by paying Us. 70 a year his debt of Us. 1,000 is 
discharged in 26 years. 

Land mortgage banks should not raise their capital by means of deposit 
for by so doing we will not be able to provide long-term loans at cheap 
rates of interest; depo.sit loans c*an be betU^r utilised in financing short- 
term credit. H is no use ('‘entral banks raising deposits at eiibancod rates 
of intemst for long-term loans cannot bear such a high rate of interest 
as per cent. A clear distinction ought to be iniide l>etwe€n the rate 
of interest for temporary capital ref|uired to carry on agricultural opor- 
niions and the rate for advancing permanent capital to effect improve- 
ments or liquidate prior debts. 

The central land mortgage bank ought to be imposed on co-operators 
with a constitution framed and a Imard of management nominated by 
the local Government. It must be constitutecl under the Co-operativo 
Societies Act. Repi*esentatives of primary land mortgage banks, the 
executive committee of the Madras Central Urban Bank and signatories 
to the application for registration of a central land mortgage bank should 
be gather^ to adopt suitable by-laws and the <*on8titution and further 
procedure must be those laid by the Act and the rules thereunder. As 
land moitgage credit cannot successfully work without a coiTect valuation 
m lands to ensure careful soi-utinv of titles and correct valuation a legal 
adviser must he employed by the primary land mortgage Hanks. The 
hanks should not be allowed to bring properties to sale for default of 
payment tmless the outstanding debt covers at least a major portion of 
the value of the property given as se<mrity. There must be provision 
for the hank to take* possession of land where there is defanlt of pav- 
inent before the power of sale is exercised, T^oans mqst he called up if 



iherv m cleprociniion tti iho value of land oaring to its lieiug washed aa*a^ 
or deteriorated for some other cause. Due iiotu?e sfiould ho issued to idiow tim 
iiitentidn of exeriistiig tlie poa-er of sale and the tt>itduci of «ah» and 
for j^ipeneiuent of sale where tlie highest hid is not ad«^iiate. The Btate 
should coiitrihute to the cost of ins|ie<^tion and valuation of lands atid 
investigation of titles hy taking up delieutuixN!* at 4 |H»r i^iit when the 
public takes it up at 5 jH*r coni leaving a margin of 1 per c'Cnt, Buch 
hanks should In? given eiieii mb ranee wrtifieates free of for |)eriod8 of 
24 to 30 years at least. Payments of interest and principal ait? not regis- 
tered in the record of rights and mortgages ait* shown ns due when leally 
they have !>een discliarged. Such payments shoiitd l»e regiHtere<l free of 
cost in the case of cooperative siK‘mties. In some though in the 

fecord of rights of the State the pmperty stands in tlie tmine of one 
person, the actual ownership and tmsseasion rests with another. In 8»ich 
cases in some c*ountrieH there is a provision nmcle for tHuiiiHumatitm for loss 
of prolwrty to any individual on acixmnt of the neglect ana incorrwt I'oeord 
of the State official. 


Allotinents made under the Land Improvement Loans Act should 1 k) 
dishursed through land luortguge hunks. 

5. A fairly aceuratc ostiinatc of the extent of indebtoditeas of the agri- 
culturists in each village is newssary iHJfore we cau think of the iiOHsihilities 
for improving their condition. As the average ryot does not maintain any 
account of his cxjiensos such an estimate can only he ohtairK*d from the 
pro|KMi,y statement of the ineml)crs prepared after ohtaining careful infor- 
umtion hy the special executive officer of the supervising union wdio is fairly 
CH>nver.sunt with the condition of the villagers. It is found that an average 
cultivator who owns 5*8 acres of wet land has a nioi-tgage debt of Rs. 1,501) 
while the value of his land is Rs. 4,375 thus coming wp to i of the value of 
his properties. Resides this debt, for the daily ex|>ens€>s of his family 
sUch as fo<Kl and clothing and c*ercmonie.s he may rtsjuire Rs. 100 per year 
and for kist and cultivation expens<*H about Rs. 300. The total indebUxi- 
nt>ss of the ryots of this Prc‘sideiuy in mortgages alone ban l>een estimated 
l^y experts at Oil crures. Debts contracted for improvement or purchase 
of lauds or for c*eroinotues or marriages aind other unforeseen causes such 
U.S failure of iiion.soon if they remain uiidischurgetl lor a year iHK'oine prior 
debts for the next year and thu.s swell tlie exU*nt of his indebtedness. 


It has been found from the ligures sujiplied by the Co-o|>crativo Depart- 
iiient that co-operutive hocietic.s have advanciHl during 1920-27, 230*58 
lakhs of rmnyes to nietnliers for the follow ing i>urposes ; — 


Por paying prior debt^ 

For focnl and mnessurics of life 

For trade 

For house building 

For cultivation 

For purchase of land 

For improveiiient of land 

For marriages 

For other ceremonies 


ns. 


37 ’73 lakhs 
7 54 , 

H-5H , 
414 , 

10 70 , 
4-5f) , 
581 , 


m 
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In the case of ae<*oinniodutiun for trade purposes whiili may be taken 
as 10 per cent, Imperial and joint-stock bunks hurve paid loans Ui ryots. 
In the case of debts for improvcjd agricultural implements and for sinking of 
wells and other agricultural improvement which may Iw taken at 10 per 
cent loans are due to the Government. 


Debts for repayineni of prior deljis, marriage and other occasions, pay- 
ment of revenue, purchase of seeds and manure and a stuall sum lor 
itnptonifmts c^iuiig up to 3f) per cent are due to eo- 0 (H$rative societies. 
Debts to private hankers and professional mons^-Ienders which include 
prior debts, debts for marriage and other occasiotss, famine and other 
nnforeaeen causes, and growth of debt hy compound intorest come to 50 pet 
cent. 
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llttU) uf taWrtmi on Governmetit loaini is 61 |>er ceitt^ im Uaatk lofttli 
6 to 6 per oent, on loans by co-operatire societies 61 to 10|« oont, on 
loans by money-lenders and bankers 12 to 24 per cent. In tlie ease ol 
joint-stock bank loans the rate of interest rises up to 16 per cent in ease 
of default of a single instalment and compound interest in the ease of 
mortgage loans. In the ease of co-operative societies there is no coitt|Mmnd 
interest on mortgage loans and the penal interest is 121 per cent. Money- 
lenders charge coni|M>uiul interest and that at an enhanced rate for 
mortgage loans and they deduct interest in advance. No other agency 
collects interest in advance. 

It has l>een the experience here that land-owning classes, a majonty 
of whom are al^ntee landlords, are not actual cultivators or olhcient 
farmers. The number of actual cultivators who are also land-owneiTi is 7 
to 10 per cent and land does not generally pass from their hands into 
the hands of crcKlitors except in the cose of a few who are indifferent 
cultivators and such a kind of class may form al>ottt a per c^ut of the 
population at the utmost. 

The fact<3r which takes away from the actual cultivator the incentive 
to prcKlutre more is not the passing of land from him to the creditor but 
his want of capital to take advantage of the improved method and his 
general illiteracy, ifidifferoiicc to new s<*henies and reserved habit. The 
remedy lies in educating liini inci'ssantly in the advantages of improved 
cultivation and removing his illiteracy and iiuiiffei*ence. 

6. Bulisidiary industries whic-h give supplemental income to the rjots 
are cattle and poultiy rearing, vegetable gardening, rice and flour itiiHiiig. 
oil and sugarcane prt^ssing, <rurting. maintenance of milch cow'S, ginning 
cotton and spinning and weaving, mat and basket-making, ceir industry, 
producing copper, brass and silver vc^sscls. Tlic kind of particular industry 
suited to eacfi village differs according to local conditions w'hich can l>e 
ascertained by a survey undertaken i»y a resiionsiblo officer of the co- 
ojierutive supervising union. In this rc^spcot the report of the special 
officer deputed l»y the Government of Madras to study this question may 
with real advantage be studied. Spinning and weaving seems to be a 
subsidiary industry suitcnl to a majority of cases. The maintenance of 
milch cattle and vegetable gardening may also l»e tricnl almcxst in every 
village. 

The capital inquired for such pur|>oses cun l>e advanced on co-operative 
lines by C’o-operativo institutions. Those engaged in such industries have 
no capital for the purchase of those articles rc?cjuired for production and 
they have to sell at an unfavourable price as they are in immediate need 
of money and are unable to hold over their producis for a better market. 
Advances for such purpose can Ihj undertaken by cx>-operative institutions 
and co-operation can help them by establishing a number of agencies for 
the collective sale of their products advantageously. 

7. Co-operative banks have bc»en eounoctcsl to some extent only wdth 
the Imperial Bank of India in the matter of cash credit acxxiuimocla tion . 
It has no other financial assistance with any other joint-stock bank or 
indigenous bank. 

In the matter of providing short-term capital by co-operative societiea 
the diflioulty so far has Ikhui that societies had not properly realised the 
difference betw*eeii long and short-term credit. Central banks and other 
credit societies have been receiving short-term deposits and they have 
been utilised in a majority of eases to mortgage loans for periods exceed- 
ing those of the deposits. Further the question of finding out the short* 
term needs beforehand by a process of forecast has not had any practical 
success so far. The advantage of financing agricultural operations with- 
out the least delay has been realiaed only recently and it remains to be 
seen how far co-operative institutions succeed in the matter of removing 
the difficulties of the agriculturists in that direction. It may be said 
that long-term finance has not been attempted at all except in ease 
of a few land mortgage banks whose debentures hare not conunanded 
public obhfidence. 



Taking ike mortgage iliia Ftoakltmcy i^t ^ vroi'ot, and otber detita 

at 50 crorea. the capital available in 6*5 crores by the Imperial liaitk, 
20*2 croren by Uie 13 exchange banka, 6*5 crorea by the 73 joiainHoek 
banks and 6 cmres by ecHoperative banks in all making up 3B*2 erorfa; 
we wMi require ait additional capital of about 100 crorm of a*hidi eo* 
operative banks may require about 16 crores at least. 

No doubt thei*e is the hostility of the profoi»sioiial iiioney^lender to* 
wards 'co~o{>erative batiks. Of late the tendency has lieeii for joint-sU^k 
^ricultural bankers to exhibit the same hostility towards co-operative 
i list i tut ions and it has been in the direction of financing agricultural 
operations and marketing of cro|>s that they come into tonflici. 

If co-operative institutions arc to thrive suixossfulty and ihoir groa^tli 
should bo stitnuluied liei*ttiise the Uoyal Coniniission on Agricuttiiio has 
obsorvetl that if co-oi>eraiion fails then the \>mt ho|ie for rural India 
fails’* and that co»o}>erativc crc<lit provides the only satisfactoi*y meait.s 
of fiiiuncing agriculture on sound lines the following comossions are 
essontiul. Government HhouUl alloa* I'o-operativc hanks to make free 
of retiiiitaiico transfer receipts on treasuries outside the district on cash 
«»rders in the sul>-tr€'asurics aithin the district. Allotments under the 
Land Improvement Loans Act should Ik? made available to ryots through 
the w>-oi>erativo land morigago hanks. The severity of the iiuoine-tux 
lau', via,, subjecting the interest rtx*civeti on sums investixl by isMiperativc 
insliiutioii in tlie purchase of public .seemrities and land mortgage delnm- 
tures to taxable income, should f>e rolaxetl in favour of i*o-operative 
socteties. Further land mortgage delieiitures and delKuitures issued by 
the pioviticial co-operative banka should Ik? iiicludcxl in the list of trustee 
securities and approvtxl central banks in select plait's where there att? no 
braiiclic*s of the 1in|H?rial Bank should act as agencies for the inanagomeilt 
of Govern mciit local 8 ul>- treasuries. 
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I, Ay rU tilt Ural credit and cmlit facilities for small industries, 

t, (a) Pcit*M?H.sion of land, (6) att-eHsiii ie}> for cultivation, cattle, ugri- 
cultural inipleinentM, etc., (<) iiuniuu lalKiur for carrying on the ^ork 
and <d) agency for the profitahle disponal of his produce arc the most 
important essentials re<iuired for a man to carry on the agricultural 
industry. The agriculturist needs money for jmrehusinj; land for cuitiva- 
iioii or for taking a lease from other land-ow nci-s. He is oblige<l to l>orrow 
capital for working expenses, for iiiaiiitenance, for taxes, for the pur- 
chase of cattle. He is harassed f>y seasonal disasters, Hoods, excessive 
rain, cattle disease, and itisec;t [>ests. With these ornharrassineuts it will 
l>e apparent that the peasantry must hy the very conditions of their 
existence and tenure, Iwjrrow and borrow freely, annually and continuously. 
JSot only is agricultural credit a safe transaction for the lender liecuuse 
it is baaed in>on actual protluction or productive property but it is also 
safe, in its CHsence, for the borrower .since it is usually the antici- 
pation of a crop, actual or potential. Siuce credit is essential to the 

agriculturist, it is etnially essential that the credit should lie cheap and 
safe and prcxluctivc. It is not merely cheap and facile credit that is 
iieecle<l, it is not merely money lent on easy Uniris without regard to the 
use of the money that is wanted. It is guarded, guided and protluctive 
ertxlit that is nect'ssary. Co-operative credit satisfies all these conditioii.s. 
These organizations are small, cs.sentially local, mutual and autonomous 
institutions. Heing cheaply administered and thoroughly solvent, they 
can command and distrihiite cheap credit. All inemhors or most of them 
lieing borrowers, a low rate of interest is more sought after than high 
dividends. Being mutual, all |>rofits return to the members and the mein- 
l>ers being unitecl in eommon interests form a mutna! check one ui>on the 
other. Being local, not only are they easily accessible to the borrowers 
but they can c'oniniand a complete knowledge of the status and credit of 
the borrower. They are also aide to enquire into the pur()ose of the loan, 
to advise upon its desirahility, to refuse it if the object is declared unwise, 
to supervi.se the ex])enditure of it and to [ircnent misapplication of it 
through tlie fact that each member is perfectly well known to his eo- 
ineml>ers who are all of the .same locality and can punish not merely by 
expulsion from the association but by other .scxial methods, any dereliction 
on the part of a memher. It is lieeause that ordinary money-lenders and 
joint-stoek hanks have been regarded merely from the point of view of 
capitalists and share-holders sec^king profitable investment of their capital 
that the security of the loans advaiu'ed and the stability of the hank have 
f>©on |>oints primarily aimed at. These co-ojierative organizations aim at 
the establishment and safety of the security of the ryot fii*st and of the 
loans afterwards. Men ai*e of more account than money and after all 
loans are safe just in proportion as the hon*owers are prudent. 

Th© needs of the agriculturist c-an lie classified broadly under two 
heads, viz., (1) short-term loans which are small in amounts but are re* 
curring every year and (2) long-term loans which are comparatively large 
in amount and which are repayable in a numlier of yeai*s from out of the 
net income of the borrower from his lands, A major portion of the agri- 
enlturists Ikutow under these two heads at one time or other and it will 
not J»e an exaggeration to say that a large proportion of these borrowers 
live alway.s in udvanc'e of their iiiconie. The .sources from wdiieh the ly^ots 
got their luoiiey in my district are — 

(1) The village professional money-lender who is also generally the 
village shop-kee|>er. 

(2) The ryot money-lender who is generally the well-to-do fanner 
lending hU sni'plus income to his needy brother farmer. 



(3) Th« co-operAtive jiocieti«« which have to »ome catoiit onl^ t^kon iho 
place of the first two lenders. 

(4) Other profemional tnone^r-londers like Chettis and Multants whose 
clienMe generally consists of persons who are not able to raise their loana 
from i^iy of the above sourees. 

The Agriculturist generally starts his borrowing cases with oral promises 
to pay and very rarely smh lK>rrc»wiiigs consist of money hut 01*0 mostly 
in kinds such as seed grains, paddy for inuintenance^ etc. When a couple 
of sudi oral i)romise8 fail to fie retleeiniHl further advances take the form 
of pro-notes. In t^ourse of time these pro-notes are eventually converted 
into mortgages. 

Hates of interest on loans vary according to the security offered, amount 
required and the puri)OM> for which the amount is requiixd. The co- 
opei*ative societies in our district charge 9i p<'r cent. Tlic rote of interest 
on loans in kind ndvanwl hy the village shop-keeper varies from IB to 
36 net* cent and the&c^ loans are gonerullv repayable in kind at tho time 
of narvest. The ryot money-lender scH^king investment for hi« surplus 
income is generally rcmsonnhle in his demand and his rate varies from 9 
to 15 per cent awording to the credit-worthiness of the borrower and the 
amount of the loan. In fact there are many ryot money-lendepi who lend 
at rates far lielow' the raU's chargtHl liy the co-<qKM‘uiive stx'i«'ties provided 
ho is satisfied alKiut the safety of the amount lent. 

The part playisl by the Government in financing agricnltnristii direotljr 
Is confined to the advancH^s and loans made to the ryots under tho Agri* 
culturists Ixians Act and the Tnkavi Loans Act These advances are glut- 
ting fewer in numlKU' in our district now-a-days. [lerhaps oadng Ui tho fact 
that there are so many formalities to lie gone through liefore tho amount 
is got, that there is a lot of red-tapism that surroiindK the sanction of the 
loans and perhaps owing also to the development of tho co-operative 
movement in the Presidency . With the advantage of long-Uum repayment 
attacheil to it, such loans can he made more popular and useful if the 
('hivennmuit arranges that the loans reach ryot with the least amount of 
formalities and w ithout any unauthoriised de<lnctians in the amount l»efoie 
it reaches the borrower. S^ow that co-operative societies are to he found 
in all taluks of our district, the Government cun advance these loans 
through their agency thus minimising a lot of formalities and delay. 

The part plnytHl hv the Tmperiul Hank of India in agricultural finance 
is very i?isigiiificant. The or»erations of other joint^toc^k hanks arc 
also not worthy of notice as far as agricultural finance is concerned. (1) 
Ignorance and isolation of the peasant. (2) the contempt wdth which the 
hanks w'oiild view the aprdicatioii hy an unknown farmer for a petty loan 
and (.1) tlie iiH<»IeHsiu*s.s of the sectiriiv offered, via., the little farm or the 
poor sttK‘k to a joint stcK'k hank' working outside the iKirrower^a immediate 
neigh lK)urhoo<l af'fsmnt for much of the difficulty of these banks in cater- 
ing sucfM»ssful!y i<i the necHl of the agriculturists. The agriculturist, unlike 
the trader, wants money ftir a fairly long term and the business done hy 
these hanks is not suitahle to them. Mi^t of them do not make their 
advanc-c^s for a t<*rm longer than six months and inoiit of them ali«o do 
not take morigagi^. ITnless more branches or agencies are esiahlislted in 
the imme<liaie iK?ighl)ourho<Kl of the borrowers and unless longer terms 
are granted for tlu^ repayment of loans and unleas amoiinta are lent on 
mortgage's also, the Imperial Hank of India and other ioint-atock banka 
may not Ik^ of much use in financing the agriculturists directly. 

The total requirements of the agriculturists in our district under Mliort* 
term loans for cultivation and other annual recurring expenditure wonld 
on a modest estimate amount to alioui a crore of rupees and to ahmii 
eight crores for long-term purposes like permanent improvements and 
clearance of prior debit. Tf at all any credit facilities have lieen afforded 
to the fanners of our district on an organised scale it is hy the agenev 
the fairly fanre number of co-of^rative societies in our district 1%ere 
are about 1.000 or 2.000 villages in my district and there are ahoitt fW 
rodkilea catering to the needs of these villages. These BOO soeietica (neltide 
iu their <^ration» about l.gOO villages. The working eapiiat of the ecffibral 
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baulr at Vetlora is alimtt lakhs out of irhidi only aboni 6 lakhs of 
rupees hare boon issued as shori-ierni loans for short-term purposes. It 
will be seen that co-operative inovemeni^ thoui^ a major p^km id the 
area has been covered* baa been able to cater to only about 5 per cent cl 
the reauiretnenia. As under the preaent sy*tasii, the movement cannot 
Impe to achieve anything anhatantial in the way of relieving the di^ressiiig 
condition at preaent prevailing in the rural areas. The existing co- 
operative societies are not in a position to give loans for a longer term 
than five years since they get tneir deposits and borrowings for^perioda 
ranging from six months to three ^ears only. The ideal to be aimed at 
is to make every co-operator who joins a co-operative society to be com- 
pletely independent of any outside money-lender. He will continue to 
borrow from outside if the society is not in a position to provide for all 
his reasonable requirements. The present co-operative organisations cannot 
achieve much by the provision of short-term credit only to the agriculturists 
as long as the ryot is kept under subjection by the outside money-lender 
and repays his prior debts from his harvest^ income. These money- 
lenders have an excellent system of distributing and collecting loans. Th^ 
understand their business and arc acquainted with the means and character 
of each individual Iwrrower. They are shrcwed. patient and economical 
in their management. These qualities should be developed in the co- 
operative organisations to a very large extent by those who look after the 
management of these organ iviations with this difference, via., that the 
managenient would have the welfare of the memlier in their view and not 
aim to profit themselves. If the existing organisations are not able to 
satisfy the needs of the agriculturists for long-term loans, some otlior 
organisations like land mortgage hanks ought to he introduced specially to 
relieve the indebtedness of the ryots, Tf the ryot is heavily indebted, he 
loses his interest in his land since he is not sure of his land. The small 
holding of the average iTot is so heavily encumbered that loans repayable 
in anything loss than thirty years umII be of very little use. 

C?o-operntive organ iaations have to undertake the following items of 
work if they ore to successfully relieve the distress of the agriculturist: — 

(1) Credit facilities for the removal of the prior debts and for perma- 
nent improvements of land requiring large amounts repayable in small 
instalments spread over a niiinlior of years. 

(2) Current expenses Imth for carrj^ing on cultivation and for mainte- 
nance of the ryot during the period of cultivation till he sells his produce, 

(3) Rnpplv of the needs of the ryot by securing the articles require<l 
hy him in hulk and distributing the same to the ryot with a minimum of 
prrifit. 

(4> Arrangements for the |>ooling of the produce of the farmers and 
for selling them in the l>est market and at a suitable time so as to 
minimise as much as passible, the intervention of the middlemen. 

(/>) Provision of siiitahle .supplementary occupation to the ryot so as 
to give him au additional income when he is not engaged in cultivation 
work. 

Provision of long-term loans to agriculturists for a long jieriod of years 
is not possible to lie imdertaken hy ordinarv banks and existing co- 
operative organisations but requires the establishment of land mortgage 
banks on a large scale. Since the Government gets a major portion of its 
revenue from land it is but just that it gives all the necessary help for 
the steady establishment of such land mortgage banks. The unequal 
struggle between the poor agriculturists and the capitalists will go on a« 
long as the co-operative organisation is not made efficient and sufficient to 
defend the agriculturist against the exploitation of the individual capita- 
NMt. 

2. Owing to the smallness of the quantity of produce offered for sale 
hy each agriculturist and the consequent^ cost of transnort and owing nlso 
to the ignorance of the agrieiilturist in the scientific handling of ^ho 
produce* the ryot sells his surplus harvest to the small middlemen wlio 
make it ^eir business to visit a group of Tillages for the purpose of pur- 
cheaing produce. When the demands of his creditors which aw nsuallT 
made at time of the harvest become very pressing and when he has to 
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tiMi other obU^iions like the peymeut of the Qofemmeiit ktit) 
fcurmftnce of feetiTala and marriages the necessity for dialling of his pro* 
dnoo at the earliest opportunity at the hrst rates offered is all the more 
felt* The ryot is ignorant of the market eondiiions either local or foreign* 
The small tniddletnen S4*ll tlie pixKhu'e <'»>llecteil Iti n meirhant in the 
nearest town while he in liis town makes his contract with the w^holesale 
trader for the sale of the commodity held by him. A co-operatir© organ!* 
sation ©an arrange to bulk the produce and help the ryot^s iu dtS|Maiitig 
the produc© to the l>e^*t advantage at a suitable op|>ortuniiy. These 
organiBations can eliminate to a large extent, the o^>erationK of a series of 
itiiddleinen and secure the profit to the prodm^'r himself. Hinev the pro- 
ducer, i.e., the agriculturist cannot afford to wait for his money until 
the produce is st>ld by tiu* c'o-ojH'rat ive society, he ban to Ik' given an 
advanc'e of at leiist a major portion of the value of prmlmt* at the prevail- 
ing market rate at the time (»f the deposit of pr(Hliu*e in the society. 
The co-operative scKuety in its turn shouhl arrange for a lump sum advaiUT 
from the district hank. The district Inuik should arrange to get in 
aecomino<iation either through si'usoital deposits or tlirough the provincial 
hank or the Imperial Bank of India. There ought not to l>e any delay in 
carrying out these arrangements and the ryot ought to la' ahh* to get his 
money ns quickly as possible. .Inst as the mer(‘hant<s and traders get 
;utomni<alation from the Iniperial Bank of India, and other joint-stock 
hanks on the ple<lgo of the pr«Mluce. the c<>-operat ive sof*icties Khould Ih> 
able to get their funds through their district baidts. In our disti'i<‘t there 
is a branch of the Imperial Bank i>f India at ifm hcadqiiartorK of the 
distri(*t Hiid the amount of such iiiuisacdions on the pUnlgt* of produfx*^ 
done hy the merchants will not even amonni to 5 per <snit of the value 
of produce otfertKl for sail' in the district. The rest of the money I’eqnired 
hy the merchants is found by jirivaU* moiiey-lciulms like ('bettis. Multan is, 
etc. There are no joint-stock imuks in our district. There is a very great 
.s<»qj>e in our district lor tli<' <s)-opei ativ<* inovenic^nt to undei-taki* this 
work. Tlie difficulty is want of (ajntal and want of a s(»t of pub)i(^-.spiriti'tl 
men having the nec(‘ssary leisure and knowhslgc ot tlu' work. The Imperial 
Bank of India in whose liands enormonK amounts ludongirig in (lovernmivni 
are lying idle wdihont interest should Im' ma<U* to liheratc more of its 
money for th<‘ agri<ultnrist.s. They should increase their overdraflH to 
the various eo- 0 |>erative central hanks ami charge a less rate of iiiU*resi 
tfian at prejwmt. The other difficulty relating tt> want of proper men for 
the W'ork is due t«i the large amount of work involvcnl in gathering the 
protluw, in finding a suitahle plac<' for storing the same, in safeguarding 
the produce till u market is foutul out and in finding a snitahle market 
for sale of the produce. It is very tlifficiilt in finding enough men of 
leisure and w itii tin* nec<*ssarv know ledge* ami iin liiiation to nrnlertake 
Mich work from among the villager'^. Paid agency for tlicM’ jMirposes will 
increase the cost of marketing the produce. The Government should come 
to the help of these co-operativ'e organ i/*ations. (1) by providing or help- 
ing to provide suitable granaries at suitable feiitres for storing the pro- 
duct'. by c<}iil ributing towards the inn intennnee of a paid staff and (d) 
hy establishing a central agenev for piirpost's of advertisement and 
fli.s.semi nation of information reg«ardmg the m.irkct rates of vaiiou« 
eorammlities fieriodically. The Government can also liclji hy persuading 
the TmjM'rial Bank of India to issue remiitnm*e transfer reeeipts in favour 
of (*o-operaltve societies free of charge on all its hranches and hy them- 
selv€^J»^ iKHiiing l>etw*e<m stiMreasiiries at par. 

In onr district the syst^nn ^)f blind is d<K*s not play an imimrfant part 
in the inierutil trade. A^erv few merchant.s who deal with tlic Glnitis and 
Afuliatiis have recourse to sneh hiindis and even that only cK-caHionally. 
Tlie syj%t4un is not umhustood hy the petty trailers in the district. Tiif 
only m»gotiahIe iimtrumeiit that is very jiopulur is the demand promiaaory 
mitc^ with a joint and several rewponsihility of one or more persons. Tliere 
l>eing only one or twe hanking c*oncef*ns. the cheque Kystem also is not 
widely prevalent. Tlie ^idoption of the Utttult Hysiein whiich is more or 
1e«» analogoua to the svsient of hiliM of exchange will certfiinly facilitate 
trade ij^nsactiona. ReductioTuof stamp duty on bills of exchange may to 
a certain extent popularise the system. Tim rules regarding the UabIBty 
of endorsers if action is pot takep imme^liately after dishonour cfai tip 
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a litile until at least tbe business babit is acquired hf tlie pettsr 
traders in tbe rural area. 

Loans on the security of instrujnents of ownership of goods like railvay 
reoei]^ are not generally given since absolute ownership is difficult to be 
established when legal action is to be taken in such cases. In a majority 
of cases it is the actual goods or produce that is pledged to the lender. 
The system of licensed warehouses can he tried with advantage under 
proper control and fmiuent check and a\ulit of the Government- officials. 
The Govenunent wifi have to meet a iimjor fmrtiou of the c6st of ware- 
houaes also. 

.1. Generally land is flassifrtMl under two heads, vix., wed and dry. 

Wet lands provided with g<K>d iw>urc*e of water-sujiply cather by a river 
channel or by a well in our district is valued l>t*tweeii Rs. 2,000 and 
Rs. 3,0<K) per acre. The value of an average equality of wet land which 
has got some source of water-supply and dex^s not depend directly on 
rains is Ixdwtxin 000 and 1,(K)0 |K*r aerc*. There are dry lands under wet 
cultivation througlt the agency of well irrigation and these are valued 
prac'ticully as wet lands and are woi*th Ix^twcx^n OOt) and 1.0(K) rupees. The 
value of dry lands ranges fmiii Ks. 10 |>ei‘ acre to alxjut 000 per acre. 
In certain parts of the district like Tiruppattur taluk w1iei*e dry cultivation 
predominates the value of the dry liiiulH ranges from 5{K) to 1 ,5fK) per acre. 

The value of dry hindcxl property i.s affcs-tcsl by vaiious fa<tor.s: — 

(1) If a purchaser voluntarily offers t<) purchase a picss^ of land, the 
value set rni the laud by the owner will certainly he very high. 

(2) If the owner himself offers to sell his land by ]>rivate negotiation 
and tne purchaser also is inclined to take no the offer the value will he 
muck less than in the case of No. 1. In this case the value will he a 
little more or less ac'c-ording to the nec*essity and urgency of the land- 
ow’uer for money. 

(.1) Value of land in the event of sale hy eoriit auction though 
depending on the [raucity or otherwise of hiddcis in the auction will 
generally Ix^ far U^ss than in the above two easels. 

(4) Govern nieiit amotion for non-payment of revenue would ])y itself 
indicate some inhei'ent defect in the lantl though the sale is free of encum- 
hranc^e for no sane man will allow a valuable piece of land to be sold 
away in auction for non-payment of a .small amount evs revenue. In many 
ceases such lauds coming up for Government auction will not Ik> worth 
anything and will not be capable of being profitahly cultivated. 

4. T do not know of any legal iinpediinent to mortgage of lands in my 
province. There are three* land mortgage hanks in my district of which 
only one has done some work t<j the extent of about ten thousand rupees. 
The area of o|Huatif)Us of these niortpige hanks is generally within a radiu.s 
of about 7 miles. The difiicult.v is in gedting long-term money for 
their transactions. Debentures issued hy these small concerns have not 
Ix^n popular. With regard to the title of ownership of lands mortgaged 
to land mortgage banks 1 would suggest the same, arrangement should »ba 
made to show the extent of the encumbrance on the date on which an 
encumbrance certificate is granted. The encumbrance certificate at present 
issued hy the Registration Department shows only the murtgages created 
during a certain jieriod on a c'ertain property hut does not show wlttlther 
a previous encumbrance has been cleared or not. The clearance oP^an 

encumbrance should also Ix^ made <*ompul.sorily registtu ahle just like the 
creation of an encumbrance. The grant of an encumbrance certificate 
should lie more speedy than at present. Tn the case of a land mortgage 
hauk, it shall be made passible for it to acquire a priority of title if it 
pl^lialies in the District Gaaette one or two montlis )>efore it lends^ on the 
pMpert 3 " that the. i)roperty is offered for pledge to the land mortgage bank 
and that any prior mortgagee will have to notify to the bank the existence 
of st;^ a prior moitgage if he wishes to retain the priority of his title 
to the mortgi^^ed land. There can l>e no doubt that the system of 
tration in public offices of title which alone validates all transactions like 
encumbrances, sales, successions, etc., is the best for speedv ascertaq^ine^t 
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Sine© th© debcnttti^ o4 a gix'ai central Imtik woiiM coiiitiiiiiid iinmeiis© 
credit and find a ready niarkct at raicti of inicreeit below those of mem 
local mortgage batikn it would lie advisable that local mortgage banka get 
their working mpital througb the central inaitution alone instead of 
tasuiiig their own dehen 

Xlepoaita Wing in their A’erv natui'e withdrawahle within i^horter periods 
can find no employment in land mortgage hanks. They are also a source 
of expeai^ and danger. In older to cMiiploy them the l>ank has to ontet 
into oroinar^' hanking transact ions with all their ruiks and with tiio 
chanc'e ol locking up short-term money repnyahle at call or at sliort 
notice. • 

The following privileges from the Uoverniiieiit would hel[i veiy much 
ill the siKX'e&stuI estahlishmeiit and working of land mortgage hanks in 
the Presidency ; 

(1) The Ooveniment should guaranUn^ the interest payable on their 
deliemtui'es in order to give the puhlic conhdenci* in its ntahility. This 
guarantee is useful cineily as an evidence of the belief hy Gtivernmeni 
in the cixxlit of the bank, of tbo (connexion of Government with it, of its 
interest in its success and of its approval of its operations, i.e., as nr# 
advertisement to the public tbai the Government di'siros the sincess of the 
hank and fwdievt^s in it and its usefulness. 

(2') The Trust Act should be so amencbHl as to permit the investment 
of trust funds in debentures. 

(3) The Government .should also invest the funds lying m depofiit with 
it at little or no interest* 

(4) The Government should coiitributi^ to the extent of at leant half 
towards the c*oMt of inspiM-tion uiul valuation of lands and ussi'ssinent of 
the crtnlit of borrowers. 

(5) The right of summary recovery should he tiveii to the land mort- 
gage hank. 

(6) P^xeinption from tlie stump duty and from income-tax, 

III order to give the new institution a better chanee of siiciross, to 
emoiiruge what is considered as an exjieriineut and u new dejmrtiire aiul 
tt» avoid the complications and jniblic mistniNt that wa>uld remtlt if the 
scheme fails, the above privileges have to Iw given by the Government, 
AVitli the general oliject of ensuring the exact observance of the law and 
of the statutes of tin* institutions, to prevent any misuM’ ol funds, to 
make the sf'curity of the bank and ol thosr* inUu*estod in it as (’omplete 
and lasting as possible and to prevent the banks from l>eing so worked 
m to oppress rather tlian assist their debtors, the Governinent should 
have <‘ertain suitable powers of coiiiiol and Kiipervi.sion resc*rveil to it. 
This Government control may take the form of having a Government 
expert on the dirccdAirute who will watch all traiisaction.s, make periodical 
inspections, countersign all bonds or debentures of the hank mo that the 
delKuiiures in no cast! exceed the amount of inorigagi^ jioasessed hy the 
ha\d^. If necx?iisttry, this expert may have also ih«« jMiwer in riire castes to 
suspend or veto sixH'ihc resolutions of the direcioraU* which in his opinion 
is dotrinieiital to the progress of the bunk siihi«!ct of course to the approval 
of the Ooverniuent. The Government can also provide for one or two more 
aeatf Q the directorate for l>eing filW by nomination by it either from 
Goft||*nnient servants or from noii-offictuU at their discretion. 

The rate at which debentures can Iks issued by the central organisation 
may h© fixed at 6 pex cent. The delientures will ho passed into the 
individual mortgage hanks at OJ p«?r c’ont. A margin of I} pc^r t^ni ip 
the primary land mortgage luinks will, 1 think, In* enough to cover their 
expenses and the lending rate to the borrowers can lie safely fixed at 
8 per cent, 

fi. My district is not a eoiton producing district. Excepting tie© niiJU 
lug, gor-makitig and hand spinning, there are practically no other 
snbsidiarT industries in my district. Owing to the slack season, agrieui* 
tursits who lire near to the large towns find coolie work in the townsj 
the otbei's arc practically idle. 



Buch mduhtrieb like iKiulir> rearing, fruit growing, bee keeping and 
dairy farming, can be profitably undertaken by the ryoUi wliicii will supple- 
inent their income to an appi-eciable extent. Wherever it is {lossibie, a 
ryot can sink wells in his dry lands and convert the same into garden land 
so that he may find oceupation tlmmghout the year. His wonutn and 
children also can help in the business. Co-operative societies HhowUl 
encourage such operations hy advancing the necessary capital reqairod hy 
the agriculturists and arranging for the disposal of the products. Haud- 
spirining can }>e uiiiversalty introduced sinte the finisued pro^ct can 
always l>e di»pos€Hi of without difficulty. The primary co-operative society 
itself can do the financing work and there is no necessity for any separate 
orgatuzutioii lor the purpose. 

b-A. Haiidlooin weaving industry is carried on on a large scale in 
our district. 1’he financing of such an important industry is at present 
practically under the control of middlemen morchants. There are two 
weaver societies in our district to help the weavers.^ Owing to lack of 
proper men to run the business affuii*s of these societies tney have not 
iiemi doing aiipretnable work. The difficulty iti siicli cases is the finding 
of a suitable market for the finished produces and the supply of yarn at 
K cheap rate. Buch societies for weavers reejuire constant and close super- 
vision hy expert business men and unless biisines.s is done on a large scale 
the overhead exinuises will Ix' very high. The Goverunicnt should come 
to tlio help of Mich pis)plo and establish central iiKlnstrial banks, for 
financing such i ml us tries. 

7. There are no joint-stock bunks in our district. There i.s tiie branch 
of the hnporial Jhink of India. There is a co-operative wntral bank and 
there are about a dozen indigenous hanks represented by Nattnkottai 
Cbettis ami Multan is. The eo-operutive bank caters to tiio need ol tne 
agricultural poiiulatioii and the Imperial Hank branch confines its nctivitiets 
to nierciiiints and traders. The (’hettis ami Multanis find their clientele 
troni both the merchants and ugriculiurist.s who are not able to get tlieir 
amniiniodatioti from oitliei* ol the above two sources loi some reason or 
other. The elieutele of each of these financing institutions lieing separate, 
there is no cunfiict at present in the relationship Ixdween these 
organizations. 

'J'hc present difficulty with regard to tlic co-operative societies in the 
inaiwu' of their Iniance is witli regard to finding money for long-term needs 
ol the agriculturist. 'J’he Go-operative (Vnitral Hank at Vellore has a 
working capital of about 35 lakhs, a major jioriion of whicn consists of 
short-term deposits repayable withir. one or two yonr.s. The maximum 
periotl of reiiayincnt of its borrowings does not extend Ix^yond five or six 
years. While short-term ttccoiiiiiiodation is an absolute and urgent neces- 
sity lor every one conneeted Avith the agi icnltnral industry inr earrj'ing 
on such an iiidnstry. long-term loans are also nwesniry to the ryat at the 
same time to enable him to retain the income earned by him by the lilieral 
Use of short-term loan in his work. A major portion of bis income is 
swallowed uji by interest charges on the former debts. 'I hose long-term 
loans can only lie rejiaid out of any surplus profit arising out of his 
industry after meeting all charges connected with cultivation and expenses 
for his inainteruviice during the period. Bince xne surplus profits in agri- 
eulture, unlike other industries, are proportionally very .small, these loatis 
should be made repayable in small 'lesialmeuts sjiread over a number of 
years considerably longer than ten veal's as at present. The existing wti- 
tutions will not l>e able to undertake such long-term finance with wbri- 
term deposits. Speedy establishment of a net-work of land mortgage banks 
giving long-term loans hy issuing delientures repayable in 30 to 50 years 
is the only convenient remedy. 
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/. — AgnvuUural credit and credit fniilttica /or »maU indudrie^, 

Tho various Imnks tliat oxist at prcsout do not iotich iworo than a 
fringe of ilu* neecis of agricidturisth. On the other hand, they issue criHlits 
only to luereluintH wlio are of apjirovinl stahility mid they in turn help 
the small traders who, a.s luidillenien, riiise the rates and purchase in the 
inarketKS and not always direct from agricultural neople. The lew 
co-operative hanks that arc run hv the ptHiple are Ixuioncial mostly to the 
iirlmn jmjiuiation and are equally out of touch with the rural ryots, Kea- 
sons and rains do not wail for anylKMly, and ryots who are not able to 
tuke immediate advantage of them siuml to lose and to sulfer. IMonglung, 
wwaling and harvesting deninml money at tlie Khortest notic't^ aiifl the 
ryots prefcM- take loans from the Marwaiis and C'hetlis who pay at 

oncc‘ at higher rates than from the hanks whose ciic ulatioiis and haiictions 
take a week or two. Another facility is that private lendern keep on 
counting interest while co-operative and other hanks rigidly enforce all 
provisions for montlily overdue arrears. The ihinl advantage is the 
KiSfi'wy of the former transaction in contrast w illi tJic disiastefnl piihl ic ily 
of the latter, to which no ryot of any position rlcsiies to snhject liimHeli. 

These delects may hc> (larlially cured hy starling a co-operative luink 
for each centre or clusUr of villages under the dirt>et supervision of an 
honorary worker of the locality and in so ehaiigmg the* rnles as to faeilitiiU) 
the immediate dishuraemeiit of small loans on credit or on eiops and in 
relaxing the rigidity with which monthly repayment's (to which the Indian 
ryot is totally nnacHUstomed) aie vigorously onfoiced at pK^ent. 'Fhe 
Act and the rules as they stand at iJiescmt innst he reviscHl accordingly if 
real and timely iKmefits are to accrue to the ryots. 

2. Mtf rLri iit<j (KiiiM in the cZ/.v/ch*/.— Bills and hnndis are generally 
looked down upon hy the ryot class. They are in dire nwd at harvest 
time and r<H|nire immediate ]>ayment. Pooling of harvested prcHluco and 
marketing hy co-operative means are not pos,silile in a country divided hy 
classes, creeds and factions. Any amount of advic*e or pressure from 
without or from Government will not avail. The inclination or the “urge** 
must start from the ryots ihemselvt's ; hut all heing in dire need at the 
same time, an inclination to pool tlie yield or the profits will not emanale 
from them with the result that tlu‘ yield is sold to the highest hidder 
or to him who has HdvaiK»ed money long iKdore tlie harvest. As an 
experiment, the Government will do well to start one or two such pools in 
selei'ted jihu'es in each taluk under the non-official management of }»onorai*y 
residents. 

Value oj - This is one to two thousand for wt‘t lands and much 

It'ss for dry lands; hni each tuse has its own value depending on the 
locality, its nearnesH to water wiiirc**, unfailing supply of water and com- 
jietitian lietween purchasers. IteiitH (a) aiul (/») are inisorahly low'. 

4. Jjcnid morfgn(fe h((nl». — There* are no such hanks here. All inoi*t- 
gages are taken hy the monied few', or hy the Afarwaris or Xattukottai 
CTiettis. Afoi-tgage Imnks may well bt? started hy the Govern nitmt in two 
or three centres in each district and run experimentally with a view to 
detach Uie ryot from hi.s c-ontract with greedy rnoney-Ie!uler«, and auitahie 
factHtios offered, such as fr<»e enciittihranee fx*rtificate, free registration, 
free stamp duty. U>v interest and easy rcfpayment with the l ist. The 
only security that the <M*eniinent ahould look to is the cKnupulsory pur* 
chase of all previous inortgagos oiice the land in mortgaged to Govern* 
igw to make any sahaeauent mortgage ineffectual and void. 
The Cinl Xigw^ the Stamp Act and the Begistratlon Act and other enact* 
monte may be slightly altered to secure the above {ootliUee. 



5. of indebi^dfies *. — Ko correct catimate is possible. Numerous 
iniitsaeiions are hidden in the minds and in the archives of tlie parties and 
many p€?oplo eondu<*i irhat is caUed ‘*thc hand loan” system to a large 
extent until their solvency is doubted or their social position is lowered. 
Instead of wasting time in gauging the entire phantom of the ryots* ctun- 
[dete indebted nc^, the Government will do well to begin tlieir experimental 
banks at once in selected ureas. The evil has advanced too far aiid has 
existed so long that the remedy, such as it is, should not l>e delayed in 
iiiere investigations. 

"J'he order of the need lor debt^» is re-arrange<l as l>oIuw : — 

1. (a) Earlier debts. 

2. (<?) Growth of debts, etc. 

3. (h) Marriage, etc. 

4. (li d* u) Iiuproveiiieiits and wells, etc. 

5. (/) 8ee<ls, eU*. 

6. {d d’ /) Land meiiue and ediicHtion. 

7. (r) Famine. 

Tbe conversion of iumbowners int4> tenants and !e.ss than tenants, i.o., 
beggers and coohes, lias liecome the order of the day esj>ecially in the ease 
of small owners wlioj^* only refuge is in the streets of hig towns Ixmt on 
pasttires new, to which ivork they are not accustomed. 13ie existing high 
rate of interest-~24 (o ‘K> per <ent per annum— is the loot cause of this 
disintegration. 

6. Jndusf l ira nU'n’d in ag rtt \dt orv . — Xil. 

0 (o). (Hhvi AVeuving and lisliery. 

Weaving in done on a large scale in the district. This can Ik? iielpod 
by getting some weavers properly trained at Govcrnniont cost and placing 
expert advice at the disposal of all weavers. A co-operative kaili stores 
may l>e iitianee<l in each big centre under Government supervision or under 
trusted and willing honorary workers. 

Fi.Wicr;/.— Manual lalMUir is ihe meth(Kl in vogue and the catch is 
invariahiy sold locally or exported to the neighbouring towns. The Goveni- 
jneiit may place a fishing trawler at the disposal of the people and accustom 
them to hotter methods ami gradually bring them round to share and to 
sell the catcli on a co-ojierative system, care being taken not to oust the 
poor fishermen altogether from the only profession they now have. 

lint suceesH in this attempt will not he ensured unless and until the 
(hiverninent plaeos at the disposal of these fishermen a cheap means of pre- 
serving the? fish ahieh will enahle it to Im? exported to inland parts where 
it will m\\ at eonsiderahle profit without decomposing and without l>ec‘oining 
« — as it does at preMUit — unfit for human csinsumption. No other and 
cheaiier refrigerator cun he had in the.se parts excK>pt C02 obtained from 
luagnesite dug out of the Salem hills and the Govemment will do well 
to see that this is pliu'ed at the dispo.sal of tbe public either through Govern- 
ment agencies or private enterprise as soon as they possibly can. « 

7. In my opinion, co-operative Imnks do not thrive as much as th^ 
should, by reason of hod selection of managers and by the paucity of funds 
at their disposal and of the difficulty, delay and reil-tanism which »ow 
surround their transactions. Greater freedom, larger funds and the sulv 
stitution of monthly by seasonal I'epayniente arv^l the starting of village socie-^ 
ties in suitable centres will advance the movement very much and meet the 
ryot at liis door and I'olieve his needs. 

* //. — IndigenoiiB l>anhing. 

to 6. There is not much of this in these parts excepting the inevitable 
“Marwari'* banks. These lend money at enormous rates and take every 
kind of articloB— from jewels to <^i»estic utensile---on the ‘'pawn** system. 
Their capital is obtained at"" Madras or Bombay at 9 to 12 per cent ana 
loaned to needy men in small sums at 24 to 36 per cent and more^ 
" Hundis and ciwit instruments ** are not much in vogue in rural parla 
gud smaller tovrjis. 
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7. Tlie indigenous Marwari Ixaiiks nve not liked by any, but are botk 

condemned and resorted to by thoae who aix» iit need* Tliey are prote<^ted 

anffieiently well by the exii^iittg civil law of the country aiKl iicetl no more 

protection. Their dealings are never Iwyond I'eprtnich* 

8. ridi! an«wei*8 to Question 7. 

0. Marwaris earn a lot in spite i)f bat! debts and other Iosm^s, 

10. Money is never lent exiH'pt on the security. 

11. No renuirks. 

12. No. Even Marwi\ri> find it difticntt to ^et tbeir money from their 
bigger men in Madras and lioiubay who in their turn obtaiu it stunetimeH 
from the Itni>enal Hank and other banks on ibo ** tlnnK' months payment” 
systeiiK 

///. — f nre.^t tut'ii f hofnf otnf utftttith n of (Ofutiit. 

1. Masses have barely nnylhiiig to save and those tt»w who save do 
generally invest in mortgagees and banks, (\mversion of tsiiuH into jewels, 
etc., is the fashion of those who sax'c ami tlu‘ habit wilt not be eradicated 
for centuries more. 

2. Postal cosh certificate and savings banks are not |)opular except with 
a portion of the official cbiss, partly on account tlte low interest and 
partly on afxrount of the delay that attends <‘very withdraw nl. 

3. Government securities are not popular in rural pbus"« and as they 
pay a low*u* interest and are not csisily convertible iinincsliatcdy. people 
with spare money do iu»t gcncually take to them. Farmers gcmerally lend 
between themselves to a small extent and ar«‘ repaid in cash but mostly 
in kinds. 

4. C'hecjUes are iiscsl only by big menduints and officMals. Payment by 
chocjues to most of the Government servants is not advisable as the exiniing 
ca&h payment h very convenient. 

5. Yes. Banking and inv(*stment haldt is of very slow growth. Confi- 
dence in good and paying concerns is shattcr(‘d eveuy year l>y the <x^llav»se 
of one or two big firms and both the mass4*s and the affluent few tlnnk 
it safer to sink their savings and extra c'ash on unproductive j(‘\vels and 
are content with the small luit the sure yield on lionses and lands. 
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7. — Afjrif'uU ^ttul ereilii farilUirs for »fonU hulttmfrtf^, 

1. (1) The presiont MyfiUMii i.s twofold: Co-o[)arative Rural Societies and 
village monoy-IcmderH and niidd-eineii traders — ultimately tlie urban capite- 
liste including the indigenous banker and joint stexk banks. (^o-^l>erative 
societies scovt* only 4 jicr cent of the agriculturists, and 2 per cent ol the 
people. The meinl)ers of co-operative societies have dealwgs with them and 
also with village money-lenders; for the reason tliat the latter have to 
he*p them in times of need. Co-operation has not given the ryots nil they 
fUM^d. Only 5 per cent of the villages have joinwl the movement ; total 
number of rural societies being about 11,000 in India: ol which 9.000 are 
said to be agricultural. The members niirnher about 5 lakhs. The rural 
societies provide banking to the value of about Rs. 200 crores in India. 
In Madras Presidency tbeie are 31 fVntral Banks. Though by-laas of 
societies lay down that moneys should l>e lent for agricultural ©x)>enses 
tile memhors exhaust their borrowing for paying their past debts, for 
extravagant expenses relating to coremoiiios and sometimes for hujuiig 
entile. The result is that they are nnahle to get loans for current agri- 
cultural expenses. Every ryot wants thronghout tlu‘ year agricultural 
capital in the shape of credit ; and the only major institution is the village 
money-lendeu- and middleman, who lend and purchase his produ(‘o, that 
can accommo<lat<' him. Long habit has accustomed him to resort to them, 
who have already a hold upon liim and whom the ryot cannot afford to 

displease, 

(2) Infrred . — Rural co-operntivc societies charge OJ per cent per 

annum. Others 15 to 24 per ceut per annum. 

(3) The ryot now and then resort to another unsysteniatised co-operaiivie 

lK)rrowing; the chit transaction. A |>ei*son, who is called a middleman, 
karasw'aii or stake-holder, forms a society of 20 pei*sons. Ea<*h subscrihc's 
Rs. 50; the funded suhs( rintion being thus Rs. 1.000. This is lent to a 
sul)sc:ril>er in two ways. It is auctioned to the lowest bidder, say at 
Rs. 900: tbe purchaser (‘ontinuing to pay again the future sub-scriptions 
in instalments of Rs. 50. The Rs. 100 left unauctioued is distributed to the 
remaining subscribe in. Tbe other is, drawing lots, and the lucky man 
gets the 1st pri««‘. paying the future instalments as stated above. The 
interval l>etween one auction or drawing and another is 0 months. Hence* 
such traiisac'tion is called Poo Chit, that is. Harvest chits. At the time 

of the two harvests in the year this au<-tioning or drawing is done to enable 

the ryot memhei*s to pay their suhscriptions by sale of paddy or other 
produi>©. The auction purchaser or the pi ize winner executes a bond to 
the middleman charging his immovable properties for punctual payments 
of tile future instalments. On failure the intert*st on that instalment is 
l>et\v(>en 24 and 4ft i)er (‘ent }>er annum. 

(4) The nature of security given by ryots is immovable pmpertios to 
tlie extent of aliout 50 imr cent of the loans from the co-operative societies. ^ 
Of course such security is demanded more by the village m6ney-*endei*s ; 
except in cas<*s, when the village money-lender c^omhitu^ in himself the 
middleman for buying tbe produce. Then tbe loan is made against the^ 
crops. 8n(4i f*rt)p loans arc for the greater part given for cuItivatingpS^ 

Promissory notes are rarely given, exce|>t when tlie nioney- 
lendor takes it as an advance sefrurity — for future advances. He takes caro 
not to negotiate it, lest he lose power over the ryot, 

(6) ^vernment give loans under the Agricultural Loans Act for sinking 
weMs and other improvoments of a permanent nature. Recently they 
promised te help Land Mortgage Banks to the extent of buying Rs.* 60,600 
worth of ^beniu^ Th^ have induced the Imperial Bank to aUow the 
Madras Centra} Urban Bank an overdraft of about 00 lakhs. They 
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are in this Presidency nnniinlly iil)otit Hs. 7 lakhs far c<M>perfttioii. 

The Imperial Bank is iiidirei^t!,v inHuoncing tlie marketinir of the agn* 
cultural prodm^, hy loans to joint stock and iiidigeiiouH l>anKs. ancl whole* 
sale traders. The Bank lends on what they call T^oan System, i.e.» they 
advance about 70 per cent of tlie market value of the produce, of whicii 
it takes possession in their godowns which can be redwmed on maturity 
of the loan; iP not the pi-oduce is sold in public nutation, and the sale* 
proceeds are appropriatcil to the loan, 

(7) Ninety p«*r cent of the hnancing of the aRrlculturiHts is done 1*^* the 
middleman and village uumev-lendeiit, at least, in <be major tmrtion ot tlic 
villages in this district. There is not much of c<vordinalion to s|H^ak 
of. 

(8) Th© <^^atiniate that 1 <'an give of the total ainount of capital requii’^ 
is ta’ofohl («) the liquidation of Us. 1 crore 4>f agricultural iiideli led ness in 
this Presidency and (b) an equal amount of capital for putting the ryots 
on their own legs, 

(9) The defects are many and diverse. The 'ditnination rif the trading 

middleman h a greater necf^ssity than of the village sowcar, wltoae 
activities can he controlled by adequate statutory provisions. Wben once 
there is an organisation for easy marketing of the piodiue at pri<'f’H favour- 
able to the farmer, the ryot will easily aiq»re< inte the liisadvnntagOH of the 
middlemen, and will try to es<‘ape from hinc Other deftHts nre^ rigidity 
and inehiKticity of the rural societies; inability of the ('eniral Banks to 
make their excess cash tH^uh the needy fanner; tlie innbriiiy of the pre- 
sent organisations to show the ryots the way to easy tliKcbarge of iheir 
debts, stub as the .sale »>[ tJieii produce at favonral>le pro<s*ss ; the trading 
middleinaii's usurious terms in giving loans in cash advance, attractively 
held before the ryot’s eviv who is further given hopes of the of liis 

proclut'e, wdiich no one else d«>es for him ; compulsory rf’payments of the 
co-operative societies’ loans at the harvest t itne, which prto ents the i v(»t 
holding up the produce for a favourable market ; want of education and of 
idea about ('o-t);>era1ion Iwung unitt‘d strength; hijth rat(‘ of interest 
charged and exploitation by rural money-lenders afid middlemen; extra- 
vagant cxpt*nditnre in non-productive ceremonies, redigious or otherwise; 
inability to budget inrome and expcoullt ure ; and some say. passion for 
Knglish education and forcdgii drevs; faction, etc. 

Uemedies 1 suggest, if 1 can hope to. 

First and foremost is discdiarge <»f his existing dcht hy a long Uvrm loan 
nt not more than 9 per cc id peu* annum interest, repayable in not less than 
25 years and financing him with short term loans to m<M»t hin doincHtic and 
agricuitural iieceHsaries. None of the existing institutions has hedpetd him 
in the least. Except tlu‘ village usunu- niul the trading middleman and 
now and then the caiiitHlj^t haiikcu'. whose* agents arc also in the villages, 
all are actuated with gcMul ideas. Government and ilie Go-operative l>©|»ttrt- 
ment do their l>est ; hut their attempts have heem of f\<» avail. The exiat- 
iiig lianking institutions, exwpt the co-rqMo aiivc^ hanks are siiitcxl only for 
commercial Go-operative societies alone can he made to reach 

the agrieulturist. The (‘iiions and (’entral Hanks must begin a compaign 
of ^sfucation and pro|>agandu : tbe.v must free their exei^s cash — for it ia 
said that the Gentral Bank.s have ab ait Its. ‘12 lakbs in excess caiih ; and 
the Madras Central Grban Bank has about Bs. />ri lakhs in cash, with 
the privilege of Rs. 60 lakha of overdrafts from the Imperial Bank, 
The existing Central Banks must oj>en hramhes in the tuliik headqu«rt<*rs. 
to l>e nc^r the Mcxme of their operations. Th© Federal Tnstitiitions should 
not only supcrvjs<* and iuspecHt and audit, hut must induce more villagora 
and villager to Imotne addicted to cx>-o|>eraiion and co-operative idea; oa 
in my opinion that alone can at present solv<^ the agiicuHiiral crexlit 
TfentMetn. Crop ioan.s should Im freely made, and the iKurowing ryot should 
be given time to wait for a favourable opportunitv to sell his prralucts and 
dm^harge hk debta. H »ec‘essary the rural banks or their unions ahoy Id 
take up the storing of th© pledg<x] crops in godowm^i built for the piirtHMfe 
on capital supplied, or on loam given, hy the Central Banks, f should 
like to suggest that Government should step in here and advance at 
least ^ per cent of the money required at S per cent interest to unions 
to build store homes for storing agrieulfcaral products, on which ntoni^ 
nga tieen lent,, and which must await a favourable market, There mxi$i m 
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Mn# orgatiisiittofU well supenrised and inspected and aodiM for pnr dha aa 
and aale of produce. The ryot k illiterate hut is intelli|^t; once srovt 
show him the easy way to earn money proper storing and mde and he 
will readily fail in ; h^ause that will bring him some money in excem of 
that required to pay off his debts. 

2. The present method of marketing agricultural produce is dtrerse. 
There is the ancient institution of Shandy, weekly market^ held in important 
centres: to which the small farmer iakM his produw and selk. Next come 
our miadleman and usurers, who combine their activities more often than 
not, with being practical agents of the capitalist wholesale trader or mer- 
chant at taluk or district headquarters, whom they feel. The cotton milfci 
sometimes buy straight iKWssary cotton for cash ; sometimes advance against 
the produce of a season, in which they dictate their terms. I must say 
that there is no organised marketing, to enable the seller sell, un- 
influenced by external pressure. The education of the ryot is not such 
that he can of his own accord market his produce. He must combine 
himself with others oi the same kind; and must ho laught that in combi- 
nation lies his strength. So, pools and co-oj>erative effort for marketing 
i.s the liest way to put some sum into the farmer’s pocket, to, relieve him. 
There must be parallel stK-ieties. for purchase and sale of produc*e, along 
with rural loan socneties; or the farmers themselves should combine into 
producers societies, to enable them to dictate their own terms. And I 
am not afraid of American trusts in the near future; for the ryots are 
at present needy. The producer-^’ societies would l>e able to command loan.s 
on pledge of stoc‘k in godowns; and distribute the money among them- 
selves; uians to lie repaid when the stenk is sold, even in instalments. 
They would command greater sw.urity; for they give the best fonu of 
security, next to unencumbered immovable property. Take for an instance 
of good organisation, the Tiriippur CiM^|>erative Trading Society, with its 
capital of Us. l,0d,0(K) of 10,000 shares of Us. iO each. It gives an advance 
of 70 per cent on produce, pledged to the society such as cotton, cjtton 
seed, onions, chillies; storecl in many godowns. It charges interest onb^ at 
Rs. 9/6 jier c*ent per annum. In time-s of optimum production such 
societies give g(M>d advance on pledge. 'I’hiis the ryot gets money, and 
his produce will surely be sold in tlie most favourable market, as it is 
to tne interest of Imth the borrow’er and lender. About Hs. 2 crores worth 
of Malabar pi'oduee, such as arecanut, coconuts, etc., are sold annually; 
but there is no organisation to pool them and grade tliem and market them 
in an advantageous way. All c<i-o|>erative societies of whatever natiiTO 
should lie llnk<Hl together so as to form one organisation, commonly inter- 
ested only in one human lacing, that is the agriculturist. 

As to the credit facilities there is no free fli^w of moneys from the CVnlral 
and Apex Banks to the rural so<ieties. There is nervousness. There is 
the overdue loans. There i.s the overdue interest. All cojne to many lakhs 
of rupees. Tn this Presidency alone there is one erore of rui>ees of ugri- 
cuftural indehUidness. But should we sit quiet with folded hands. This 
mass of debt nui-st he relieved. S), it is 1 pmpose that the only in.stituiiou 
that can give relief is co-operative hanks and societies. The Central Banks 
should open branches in many centres in the district where they will l>e in 
touch with rural conditions: Imuks and jiroducius’ sale and purchase societies, 
to wliom they (*an easily advant^c' loans finance them opportunely, 'rtiei*e 
ought to l>e a netw’ork of such hanks; and then only the ryot will liecomo 
aceus^med to credit hilts and papers. He does not know' now what a 
negotiable pajier is; but when eomhined with others, he realise-s the immon- 
.sity of the produce, upon which paper moneys can be made with good credit, 
l»e will wake up. 

3. One ai‘i‘e of double crop wet land in Tinnevelly district sells on the 
average at Ua. 3,000, single crop lands at about Rs. 1,200. The vaUm 
varies with the liearness of tlie irrigation cljannels and sources. This 

in private sale. CouH auction sales yield low price ; as there is no guaranihe 
of freedom of encumbrance Revenue sales yield better, as they are free 
from encumbrances. But it is difficult to give comparative rat^ as such 
sales by public author itiee ere often vitiated by combinatietis amongst 
bidders. 

4. There is no legal iinnediment to mortgage of lands m this Presidency. 
Pour or five mortgage Imiika were opened a few years in this Presidency 
with Government promising to hoy Rs, 50,000 value of debentures at 6 per 
(jfpt iutprest^ in respect of paeh bai*j on copdi^M ^pt the imk 



get tile ether 50.000. Evidently they Imve net been nhle te ilo 
thing. In 19125^ 1 think, the Gevemmeiit budgeted nbeut % Inkhii ef I'npeee 
for the banks; but they taped, evidently a« the banka warn nMhia to 
ntilise it. In 19126 the ilegistrar of CkMiperativa Boeieiies wrote to th# 
Central Banka that they muat not invest in aueh debeutnrea. It waa a 
death blow to them. lu niy humble opinioft hanim were started 
witliout a plan and ajTitein, There in » bank in this district, of which we 
the o^iitary jioopJe have not beard much. There ahouid be a Central 
Organiattiion, sucu as The Madras Central Urban Bank, to doat or iaauo 
debenture bonds, and lend direct to iiural Moitgagt^ Banks. Interest on 
the debentures should be 6 p€*r cent |>er an nil in ; moneys should be lent 
to societies at 71 j»er cent inWiest ; and the HtM'ielies sliould lend to metnbem 
at 9 i>er c'ent interest. The an'u of the Rural Bank should l>© limited. 
Both the Central Bank and the Rural Bank sliould contribute Ut a staff of 
responsible financiers U> value the pio|Mu*ti€iH and to see to flie proper appii* 
cation of the Imins. The mortgages must }h» only of prmim^ytelaing agri- 
cultural lands. The moneys I'ealistd hy repayment of the loans idnnild go to 
redeem the debentures. 

Another suggestion is that the Apex Bank siltould lie Htarted with a 
capital sum, 60 nor ctmt of which should l»e sul>K(‘ribeil by the public: 
50 per cent l>y tiio Rural Banks. Then the delKMitui'es are to lie lloateu 
as stated al>ove. 

It is said that the eNisting village stKMeti«^ have already aliout 50 |>er 
cent of the loaii.s secured by mortgages of iniinovable pro|>erti©s. These 
.should l>e transferrcHl to t’cntral Banks, on loans to Imp gniiittHi by them, 
with lil)erty to issue ilclwntures. Tln^ Central and .Madras Central Urban 
Banks have already alKUit 70 lakhs of rii|>e(\s cash, which could Ih) uiliaed in 
tlie purchase* of (lie deln'iiture iKinds, .ho (hat with MH'Urity their niorie^’s can be 
made to reiicdi the rvot in the village. I venture to state that the present co- 
operative sca'ietic.s should Ik> kept separate fur short term loans, aay (or at 
the most a iicricKl of 5 yeai*s, .Sew' Agricultural and Band Mortgage Banks 
should Ik* instituted, with only one (Vntral institution issuing delienture 
lionds. Other detail.N may U* worked out. almut the poricwl of the delKUitures ; 
alHnit the* period of tin* iiinrtgages ; aliotii the various terms of interosi. 
Perhaps ouch district would have its own pei^uliarities regarding them. 

1 should not omit to mention here another small plan nuggested ; and 
tliat is. as the Madras ('cntral Url>an Bank has passi*d n resolution that 
it could lend money for a pci icmI of 10 years, it could be taken advanitigo 
of. But this period is too long for short period loans, and too sliort for 
long jHjrid ones. It will not upprcKuahly I’clim'o tlie situation that is Ikv- 
coiiiing w'orse and worse day hy day. 

(2) There is no reesu'd of rights or of own(*rship in this Presidency. 
There sliould lie one. The law of lienaini to W'hich the lawyers and Couria 
aro paying a su|>erstitious reveremH*, .should l>e modifiwl to this extent, 
that is, once the iKniamidar is entered in the record, and ho mort- 
gages to the Mortgage Bank, no one shall hoard to say that bo is 
the licneheial owner. Buch is the law in regard to the negotiablo instru- 
ments. But the re<‘ord should l>o proparcHl after w ide pulilicity ; and a 
year's time should Ik* given to the deieated party in the preparation to 
get it rH>rrected in a Court of Law, Bubjec't to which tho entry therein 
sniul i>e final. 

(3) III respet*i of simplification of piwedure of realising mortgage loam, 
1 w^ould suggest tliai payments Liwards principal and interest rfionM be 
reeogtiisecl only when they are evidem^eil in writinjj, either by endorsement 
on tlie Ijond or by vouchers, e.g., when a prymissory note without any 
endorsement of payment on the back is endorsed to a holder the 

is not entitled to prove siiih payment against surh holder. The mortgage 
bonds upon which the negotiable debentures are to be imned, partake the 
nature of negotiable instruments, or at least marketable securities, ^e 
ryots should he taught that they should secure a voucher : otherwise all 
•oris of frivolous oral payments ’’ will be put forth in defence the effect 
of which would bo diM^^sirous in the delienture market. Such a law 
cannot do more harm than sections 91 and 92 of the Evidence Act. The)r 
are merciless. Application to Court idtouki only be for sale: no suit: and 
the Court fdiould give a fixed period to pay : on failure the property Aould 
he sold. 

Hie working canital of the Mortgage Bank ihouM be at finit ti# 
dmTed from the Central imtitutiona as &ey have now tnoneyi 



the Mmlra* Central Urban Bank can have overdrafts from the luiperial l^nki 
Uater, debentorea viU come in for their share of working capital; as also 
deposits. Why not start capital by i*ubi»crii>tion of inning shares? It will be 
better that Government guarantee interest at the initial atages, as was done 
in the case of Egyptian Agricultural Banks. After the first issue of deben- 
tures, the Egyptian Banks were able to issue fresh debentures without 
Government guarantee. 

5. It is generally said that the indebtedness of the agriculturists in 
this Presidency amounts to al>out one crore of rupe^. This' can be 
ascertainetl with as much reasonable accuracy as possible through Co- 
operative Unions and Central Banks; in the llegistrar^s and Sub-Registrar’s 
offices. Ab<jut 50 per cent of the indebtedness is covered by mortgages. 
There is no Dekkan Agriculturists Relief Act in force in Madras Presicleney. 
The debts are due mostly due to professional money-lenders and indigenous 
hanks, such as the Hiindial shop-keepers and .loint Stock Banks. In 
Urljati areas where there are ('o-operative Vlrbaii Banks the debts are 
Imdning due to theJii mostly, 1 have already stated the various rates of 
interest c^hargcnl ; and even when compound intert»st is not stipulated in 
the bonds or promissory noU^ the Chettis charge compound interost at 
yearly rests in their accounts; and it is only jn rare cases, when the 
mutter goes 16 a Court of Law of course this is not allowetl. This injiistico 
is done in the great inuiority of tases, where poor persons are the debtors. 

I do think that a large ii timber of farmers arc being turned into tenants 
for a period or at will, through the euforceiueut of old debts. The landed 
jjiojierty pussies into the hands of tapitalist creditors. This does take 
away tfie iiu*tmtive. 

(i. Some of the subsidiary ituhistrics I can suggest are, toys, ccur- 
making, luvsket-nuiking from hjituhoos, ami palmyra leaves, which are very 
useful in jiacking things in retail shops; au<t palmyra leaves hasket-nmking 
can certainly he introOncod during times of uuemjtloyment of agricnltiirists. 
liundloom weaving conitvs next. Co-operative Banks must he nmde to finance 
it, 

7. ] would like to iiicludo deheiilnre bonds amongst trustee .s€‘curitios 
under the 'rrust Act and of course it would encourage di'Iionture loans if 
they are exemi»ted from income-tax, in the .same way us Government loan 
hoiids are issued free of income-tax. 

y / . 1 // il I f/ < /< Oita ho It h itit/ . 

Imltgeiious hanking as at present is without zeal or entluisiasm for 
ugriculturists. Tlieir only idea is to earn intert'sts, simple and compound, 
without regard or pity to the ryot. A special law should lie enacted that 
in the ease of agriculturists, the law now existing in Travancore should be 
passed, that is that no Court of Jaiw should [lass a decree for interest, 
which is more than 50 j)er cent of the i>rincipal on the date of the plaint. 
Biniilar protociion seems to have been given to borrowers even in Ivngland 
by the Money-lenders’ Acts. At least the interest that can be realised 
in a Coui't of Law should not exceetl the principal, on the date of the 
plaint. In my opinion it is the accumulation of iiitt're.st that has been 
spelling ruin to tlie ryots. Hie law should fix a maximum rate of interest 
in the case of agriculturists. 

7. There is no positive prejudice against indigenous bankers; but the 
people do not love them. The3’ are necessary evils for the agriculturists 
and also for the export merchants, especially the Nattukottai Chetties, who 
have their branches in many jilaces in India and Burmah and therefore 
cash hiindis. They are sufficiently protected in law at present; and no 
facility need be given to them. Their dealings wit)i their cliGiitolo aro not 
conducted on sound lines. 

1 am sorry that 1 have not l>een able to answer the other points raised 
in tlie questionnaire, even within the extended time, even thou^ 1 have 
specially studied the subjects, 1 should humbly request the Committee to 
t^e note of this fact Uiat they should see to the recommendation of such 
banking system as will in at least 25 years wipe off the agricultural 
indebtedness. 

The Beserve Bank Bill did not contemplate this; in fact, it excluded co- 
operative banks. The future Central Bank should not so exclude them. In 
other agricultural countries sucli os Ireland and Canada, the Central Banks 
have given great facilities to agricultural credit, I only pray that the I 
Cummittee may do likewise. 
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/, — Agricultunt^ crniti and vrrdit facilditx for finttU induHlriv^. 

1. Agricultural comlilions in this distri<*t (Guntur) arc not unitorui. 
They differ in differcMit places. It is not posaihle to e%*olve lorrectly uny- 
thing like a systeni trom them. This ilisti let csjunpriw^ taiiuks, 0 oJ w hich 
aye di'y and li wet. ilroiuUy speaking, the coiuhlions in the iormer diiler 
radically trom those cxiNting in the latter. The former de[Kmd completely" 
upon the moiismm and the latter upon the Kistna Delta system. In the 
di'y area, always two and sometimes three crt>ps are tuimhI in the year; in the 
Wi»t area, only paildy is raised. In the former, a ryot owns in the majority 
of eases not less than o to III acres ; while in the latter, a va^t numlwn* ow'n 
1 acre or less. If the season is fuvourahle, the farmer in the dry area has 
H bumper crop and the net income therefrom is twiet\ thriix' and souu^ 
times lour times the income whieh his brother in the wet area is able to 
make. Hut the season uttentirm^ is not tavourahle so that his ineoine is 
alw'ays iineertain and uusUnidy as tsmiparod with that of his iieighliour, the 
wet cultivator. The iierson tanning ttie dry land therefore (IOC's not, owing 
to slieer necessity, sell his crop.s ot a favoiirahio year hut stores them fur 
guarding hiinseil against th(> mislorlniicxs of an unlavoiirahle year. 'Flu* 
average delta ryot on the other hand does not and cannot store his 
produce hut parts with it either as soon us the harvi'st is over or a month 
or two before the harvest time arnvtvs, hy entering into a ftmvard eontraci 
with his sowcar w Iro jniys iuiti a misciubly !»»\v pnci" for it Inking full 
advantage of the iiciessity which <()m(>elH him to sell it to liim. 

2. The above' facts liave an imporlaiit bearing on tbt‘ investineiii of 
capital upon land, its iini>rovemc*nt, its cultivation and the c'ircumHiatU't^s 
always attending every one of fbem. in the dry taluks, except in very 
few villages, where tlie ryot population is either very dense or rich, 
largo tracts of land are always available for sale at a not heavy pricH? hui 
even the neiglibounng owiuus are not anxious to purchase them btroause 
they have enough latnl tlo'inselves. In the* della, generally, Miiiiil strips 
of land also are not available and it tbme is the slightest rumour al>out a 
sale, pcHiple rush in, compote tor it and puichasc* it somelimoK for a fancy 
price utterly unuiindlul ot the isdurn that they are likely to gert for the 
investment tliey make upon it. This rash is astonishing iKHuuse the pur- 
chasers in most cases liave no capital of their owoi fuit fiorrow it from tho 
sowcar in the village or the Marwari in thes nearest town on hi« ow'u 
pei'sonal security or on the security ol his projrerty movable or immovable 
or on the peisonui security of liiuiself aud a friend or neighbour of Iuk, 
at an interest which ranges from 12 per cemt to 41)1 pur crent. The tempta- 
tion for the ryot to pui'cliase land adjoining his own holding is so over- 
powering that he cannot help doing it. He lias no other CKXUpntion ; ho 
knows no other safe investment; he is conservative and least enterprising; 
and ho has not the help of tire Government to migrate to other lands 
oafely and seek his fortune there. 

Permanent improvements in the upland taluks muinly tsYiiHist in sinking 
wells, repairing minor iiTigution tanks and bringing waste lands under tho 
plough. Here and there, we have cases of lift iirigation on a Hinall scale 
undertaken by enterprising men at their expemse. Wo have further tho 
Atmakur Pumping Pmjec't ciJiiceivcsi and execniUsI on tlie basis of a joint 
atCKrk coru-erii, Pennanent iinprovements in the delta taluks are <1) fom^oring 
tho level of the land for rendering it lit for irrigation, (2) raising the 
level of the same to make it suitable for tumioric and suganane cultiva- 
tion and garden plantation, and (3> excavating irrigation channels. Gener- 
ally in all these cases, money is obtained only by borrowing from the 
village or the tow n n eney-lencfer as above stated at a honvy {>er(;entage of 
interest. The exceptional cases are few. Jf the land, which is soi^t to 
be improved, is small in extent, the ow^ner leases it to a labourer for a 
certain period on condition that he will improve the land and compensate 
himself by appropriating the produce thereof for a particiilar period agreed 
upon by them. If the land sought to be improved is on tlie other nand 
large, the capitalist is given a share in it« 
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Cultivation oxpen»©?> in a voar gouerallj are met fmin tlie proceeda of 
t)ie previoiti* year or hy horrowing under a proiuiiiiiury note or bund wtib 
cir wiiliout the sec^urity of property or under a eontmet to deliver paddy 
during the succeeding harvest seasou. 

Other special needs too are likewise luet. 

I’he part played hy (/roveriiji»ont or the in]|>erial Dank of India or the 
Indian Dank, wdiicli h^' the way is the only joiiit*sUM*k hank that w© have 
here, in agricultural finance is not very ini|fortant. The only thing 
done hy Government is to give loans under tho Land Improvement Loans 
Act or the AgriculturisU Loans Act, The locral officers do not )>opularise 
the provisions of those Acts for fear that those Acts will impose additional 
burden upon them and their osiahJishment. The few ]>eople that have 
known those Acts are afraid of the eonipHcated mai*hinery provided by them 
and are coiisc^ciuently scariHl away. 7'he Inifierial Dank «and the Indian 
Bank are alniONt always r<?«orted to h.v merchants a ho are not agriculturihts 
and sometimes by persons who aie agriculturists ilh well as traders. They 
do not help the agriculturist propter. They • impo.se certain conditions in 
regard to repayment which render it necessary for their debtors to go to 
the Murwari or the village money- lendei's periodically and borrow from 
them at an enormously high and usurious rate of interest. 

The Guntur District Co-operative Dank of which T have the honour to 
be ilie President is the only institution which dtws any service worth the 
name to the agriculturist. It bus primary societies in every important 
village and they come to 600 in tiuinljer to-duv. Its a^orking capital is 
Ks. 24,r‘I7,M5. Its interest is the lowest. Its rules of repayments are most 
favourable. It does not ;^o to Court and expose its debtor to the exiHUises 
and hardships of litigation for rcH*overing its dues. It gives short and 
long term loans. For such |iurpo.se.s as purclinsiug setnl grain or manure, 
paying Government revenue, meeting cultivation e.xpenses and the like, 
it lends up to one year always Hxing the date for the repayment aecording 
to the caipaeitv and convenience of the horrowm*. For sU(‘h purposes as 
improving the land and discharging old debts, etc., it lends np to 5 years 
giving all possible facilities for easy repayment by instalments. 

The defects in the existing hanking metluMls are numerous. Tho 
Imperial Bunk and tlic Indian Bunk are not within the reach of tho 
ordinary agriculturist. The District Co-operative Bank is not able to 
meet Uieir demands. The village money-lenders and the Marwari usui*oi*s 
are a blood-sucking claSvS of men. who employ most unscrupulously very 
ingenious methods to swell tho small money that they lend into many 
tiino.H the amount in as short a time as jmssihle to c’onsumo all the property 
of their debtors. The onviioninent in which the average agriculturist lives 
is not such as would allows him to pro.sper. 

The salvation of tho agriculturists depends upon several things. First 
and foremost tho demands upon him wdiicn put him to the painful necessity 
of approaching the village sowcar and the Marwari must be otherwise 
mot. That can he done only hy extending the cooperative movement to 
every village and hy widening the sexipe of it. The agriculturist is ^ 
ncKxl of two classes of loans. The first is a short-term loan which is required 
for cultivation expenses, seed grain, land revenue, provisions between 
August and Dec‘euil>er and marriage expenses and the like. This loan 
he can re|iay in the foUow’ing harvest season or a little later, according to 
the conditiouH of the grain market. The second is a long term loan which 
is roquiiod for discharging his old debts. This he cannot repay in a 
lump sum. He wants instalments and ho is prepared to give his property 
as security for the debt taken by him. The Co-operative Banks, constitutea 
us they are at piesent, cannot help him in this direction. It is therefore 
napessary that land mortgage haiiKs should lie brought into existence in 
evejy district as early as possible. 

Secondly, agricultural implements, manures and seed grain should be 
supplied through the agency of the co-operative societies and tlte product 
must be taken possession of and sold by them when the market is favoidv 
able without the intervention of middlemen. Out of the sale proceeds the 
societies ^ouM pay themselves the amounts lent by them and the halanoei 
If anyi should be placed at tho disposal of the borrower. 



Thirdly, the manai^ment af the {irttiiai^ iwK>ietie« i*i not 

in iwTeral places good. It mUHt he roinmitted to the core of hoimt niol 
efteient nien. Honesty niid elReieney eau Ih> set'ured only by edtieating 
the rtUagers in cxM>|)eration and its principles. The vtUngera also require 
to b© taught self-help and thrift. Total prohihition from intoxicating 
liquor should be ina<le pnu'iicable. All this can l)e nct'onipHshed only by 
continuous and organised propaganda work. 

Fourthly, the UsuriouR lioanm Act should 1 hi so antcndml as to confer 
greater discretion upon Courts l>ofore a*hich oome eases of excessive interest 
for dectston. 

Fifthly, the Stamp Act also needs amendment. The iKmalty which is 
being levied upon unstampcsl or insufficient ‘v stamped <locuinent8 is not 
acting as a (lt»teri*ent but is helping to swell (iovernment iwennc at the 
cost of the ignorant ryot; ten tiiiuK the .stamp duty payable upon a bond 
in addition to tlie stamp duty ordinarily leviable is not at all instifinbl© 
under any cirenmsianees, 

2. The principal crops in the district are paddy, tobacco, turinerie, eoiton, 
ehillic^s and j^oiindnut. In most of the villages some of the ritb agricnl- 
trirists own godowns either in the villages if they are eonnecied by goml 
roads with towns or in the towns if there is not proper road eommnnieation 
to their villages and store produce of the following descriptions; — 

1. Produce of their land.s. 

2, Produce agreed to l>e given to tliem in disehat^e of money lent by 
them previously. 

M. Prodmx) sold by a necsly ryot who without selling cannot pay up 
land revenue and other demands upon him. 

4. And prodn<s> which ho purchases as part of his trading hiisiness 
in ex|>eeiation of profit. 

They ultimately sell it to the mendiant in the town when the niarkot 
is favourahlo Ui them. Barring these fenv rich men the ri^t sell their 
produce to the dealer in their village who does not and cannot pav the 
price at once but who takes it to liis customer in the nearest town and Hells 
it to liim at a small margin »>( profit for himself and pays out of the sale 
prcK’^NMls the juimunt due to th€» agricnltiirist.s. The eustomer stores it and 
U> eiiahle himself to command funds for further investment in the purebnwi 
of goo<ls, hypotln^ates flie goods already purchased hy him either to the 
local branch of the lfn|>erinl Bank of India or the Indian Bank. If that 
ctt.stoiner is hiinnelf a luilf owner he wid iiiill the paddy, refine turmeric and 
tiilmeco, shell groundnut ami f-ompress <sitton and export the same to the 
largest trading e'en ires in the csmntry or abroad in accordance noth orders 
received by him from those phic'e.s. If that customer is not a mill owner 
he will either sell his goiMls t<» a mill owner or exfH>rt raw gcanls to plafWi 
where he has information that there is dcmiand. These inerehnnts and 

mill owners are rtxiiiired to pay the lUnoitniH hoirowtsl hy them to the 
Imperial Bank and the Indian Hank within a fixed time. If within that 
period they* are able to sell the goods at a profit. tlK*v advise the bunks con- 
c'erned to receive the moti<*ys due to them from their purchasers and release 
Hi© good.s pU?dg€Hl to them so that the purchusers may take delivery of the 
same. If they are not able to find piircImsi'r-H they apply for time to tim 

l>ank which is given as long as su<*h dum and the expeuM^s of sale and 

the godowns rent, etc., can he rt^aliwl by sale of thcj gfUMis pledgml and 
which is refused as soon as that limit is likely to Im> excetHifnl, When exten- 
sion is refus<*<| or when the eust<»iner is not ahli* to obtain loans from the 
banks, he resf>rts to tin* Maraari inenbant and borrows from him. The 
Marwari’s interest is proverbially high. His normal ratc« is 221 exmt 
here. It goes up to ’W| and 40 J also sometimes. Tlie numlier of 

Marwari firms and the extent of their oia^rations aie annually increas- 

ing in these parts and the wealth of the district is l>eing draincHl year after 
year. Insolveneies r^e on the rise* annunllv and litigation in w> hopelessly 
out of hand that ilie establish men t of additional courts has lieeoine and ^ 
liecoming an unavoidable necessity. 

The local market for gooda other than cotton, toha<x ‘0 and turmeric m 
still in the hands of the people here. In the cane of cotton and tobacco it 
gone or is threatening to go awaj from them, The 
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prejfMiitg in lib in Guntur and the tnWeoo rehninnc niiils in < hirala are uii4er 
the managfenient of European capital iuta who hare widerspread organiaar* 
tionK by which they are enabled at all limea to advance tnoneya ^ ryo^ 
in dktant villages and capture their produce at low prices. Turineric 
refinement and exportation has passed into the haudH of the Mar* 
wari altogether. It k hei'e that co-operative effort beccwnea absolutely 
necessary. If the ryot is to be made self-reliant and self-dependant, if 
middleman is to be done away with, if money-lender’s oppression is to be 
made to disappear, if the inaxinium fruits of his hard labour are ^ be 
scM?urecl for him, sale sm^ieties Imth in the village and the district 
centre are indiKpensabie. If they are organizecl and efficiently managed 
there would la* no need ff»r fonning pools. With a view to bring a net- 
work of such organisations into existence the co-operntors in this district 
are trying to concentrate their energy and attention and as a preliminary 
to it they are anxious to pofiularise crop loans throughout the distric't with 
the help of Jbe village societies. Necessary amendments in their by-laws 
have been and are being effected and every possible attempt is lieing made 
to crown them auth success. 

« 

Internal rernittan'^’c^s are made in scneral ways. They are effected through 
the local hanks with the aid of remittance transfer rc^^eipts. They arc also 
made by drawing liundis against the person from whom money is due in 
favour of the person to whom money is payable. Hundis are sometimes 
discounted locally* and also sometimes sent to proviueial c-entres for the 
purpi>se. They are purchased locally at a premium or discount according 
to the fluctuating conditions of the market for sending moneys to other 
places. 

Railway rec'cipts are the only documents employed in these parts for 
raising money during marketing. 

3. Value of the land is governed by several factors. It depends upon — 

(1> the crop which it yields and its fertility; 

(2) the facilities it lias for irrigation and drainage; 

(3) tlie distance from the ^ illage and the m(‘ans of communication with 
it ; and 

(4) the density of population in any particular locality and the 
resources of the jieople tliere. 

Of all sales, private sale is tlie most profitable and febdies the largest price. 
Court sale comes next and Hevenue sale comes last. Revenue sale is least 
known lieeause it is least advertised. It is entirely in the hands of the 
village offksM'N, who on account of self-interest sometimes and sympathy 
or identity with a party in the village at otlier times do not help the 
Revenue Officers conducting sales, who are ignorant rjf local conditions to 
soli lands for proper prices. 

Dry lands in the district sell up to Rs. 800 and wet lands up to Tis, 3,000 
per acre. Within the last two or three years the demand for them has 
however fallen. 

4, There is no legal impediment to mortgage of lands. Owing to partition 
of the joint family proj>erty and the consequent subdivisions of lands into 
very small pieces sometimes measuring a few’ cents only and also the absence 
of registry in the village accounts for such small piee^, practical difficulties 
are oftentimes felt in mortgaging holdings. At jneseiit subdivision txm- 
sequent on partition or sale of a portion of a holding is not obligatory. It 
is done on paynuuit of n fixed fee, to save which people do not apply to the 
Revenue authoiities for it. This difficulty will he overcome if the fee is 
abolished, if partition in the absence of a duly executed and resristered 
partition deed is not recognised and if sale of portions in a holding is 
pi^hibited. Whatever advantages it may have it will l>e felt as an inroad 
upon the freedom of the farmer to deal with In’s property as he likes and 
is apt to create discontent dnd trouble. 

I’horo are no land mortgage banks in the district and there are also 
no banks providing long term credit excepting the District Co-dperative 
Bank here which allowf? credit only for five years, As suggested above it 
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is nbsolut^ely neeei^ry to ostablif^ ns early as potaibie a land mort>gaM 
Uauk for providing Jong term rrodit to the agriettltnral populate ill 
district. It in ei|uaUy ne^x^^arj’ to e«itab)ii4i sih4i Imnk^ in distrieta |H 
s^ich they do not exist and to found » t'entral instilutioii in ]ifadra« t# 
finance ^em. ft in not ponssiViIe i»> setMire deposits for more than 3, 4 oe 
5 years and so land iiiortgage banks wliieh miiy be cstnl>liidied in the disti^iot 
(^ntroH eaniiot at all exist and thrive upon de|>osits. That is why n central 
itiMiiittiton is nerossni*>* to finaiH’C thetn. It is also iMHH'ssarv to ii*sne 
tkdieiiturt' iHinds. The (i«»veu»i»H*iit shouhl «Mther gnaranti't* interest or 
should take as many lioiids as the district banks ai'o able to .sell to private 
iiidividuala till at kiast it is cstahlisluMi in ine])*s minda ijeiierally that there 
ia neiUier risk nor loss in that kind of investnient. H is not easy to aug^jgeat 
the lines n|Km wliifh a land nmrtgagc bank isndd la' estahlisinHl. csjieeialiy 
when there is no praitiial c\jw‘rtenc<‘ of them hei*e hut hv-liiws print^ 
at pages 158 to 16!) of this year's edition of Hemingway's (^o-#>|>eralive 
Manual m4i>, for the he ado|»teil for organising and working 

theiii. 

5. I am not aware tif any estimiitt* tif imlehttHlness ever made <u‘ attoinpl- 
4 hI to Im* iiiait4' lor even one village, not to >j>eak of any distrust t>r proviius'. 
Like the (H*nsus it most he undertaken and done hv viHng<* paneliaynts duly 
organised aiul <du<at<‘d for tlu* pur|M>M' under the superviston of an eXfH'ri 
rsunmittci* of tHonomists. | mn thereftuv afraid that any stateimokt on 
the anbject cannot Im‘ a<Turate hnt 1 <‘nn, on awsuint of my intimate knowd- 
<dge of some villager's, the rural inoiiey-leiidei*H. the Mnrwaris and the cxv 
o|H^ative KfH'ietir's working amidst them, state with some tlegris* of isir- 
r<s‘tn<'Hs about it tiuit the isouomtt' condition of about tlim»«foui*UiH ot the 
population of this district is extremely unsound and that it nMpiirea the 
stii|K*ndous effort of some getu^ratious in several directions to plat'C them once 
more on a sound finant'ial footing. The villagers, generally speaking, are in- 
dohled inoi'c to the professituial iiioneydenderK than hanks and iMk-operative 
societies. The ratevs ol inhoest charged hy tiuon. ns pointed out hy me 
alremly. are uncons<ii)nahlc‘ and have* hrctiight ihout the* ruin ol many 
families. They adf»pt the 'I'elugoi calcmdar for calctdating days and they 
d(^ not omit in c alc'ulat loii the daU* on which the amount is repaid. They 
demand repayment anywli<o-«* and everywhere, ahune and mortify the 
IkoiTower and put him to sliainc* in ever so many ways, and if he ban the 
courage to say anything m scltdefcmce or do anything ealeiilated to cniiHe 
any tiie I<*ast aiiiievanc’e to them or any otlic*r |hu*8oii in whom th«*y appear 
to Ik* interested for the time U'ing, they at onf*t' ruah to court and not only 
runlet him with tlie hcaivv cs)st of litigation hut als<» arrcMt him ami attach 
his properties, movahic* and imitiovuhle, and }>criwH'Ute Ikiin till lie m reduwd 
to jK'nury and forced to do .sonic* fraudulent aet« and sec'k salvation in an 
iURolvenoy court, I have* known matiy iKKipie who w'cre in affluent cir- 
c'lirnstances a denade or two ago and wi* lone lost their' all now, of c^oiirHC, 
partially owing to their imprudence* hut mostly owing to the nraehinationii 
ot the profes.sionnl iriorre> -lenders. 

6 d: 6-A. Iiesitk»s agric*ulture whic-h is the inaiosiay of the |>eople in the 
district, the following sup|>leinenta) industries exist in a greater oi leaser 
degrcH* : — 

(a) Rtex^ milling and flour making; 

(h) (r) CotUm ginning; 

(ii) CottcMi presjiring; 

(Hi) Bpinning hy hand and mnehine and also w^eaving hy hand, 
hand-loom and miM*hme: 

(t) Bhelling groundnut ; 

(d) Exirseting eaator oil* giiigtdly oil. and em^nut oil; 

<€> Rope, mat end haaket making. 

if) Manufaettirc of hiittonH. tova* pap<'r w’eigbts. ornamental doorinff 
alaha and table daha; ^ 

(g) Making boxes, ebaira. eota. carln out of wood and iiteai ; 

(h) Ifanufaettire of beedi ; 

(0 Bboe-maktng and tanning; 
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(f) Manufacture of hricka, til^ and t4^« and }Mittery; 

(k) Manufacture of explof^ivi^ and firework; 

(l) Manufacture of bisciitt»; 

(»i) Manufacture of hrai«K. copper and j^ilrer ware; 

(n) Fiahing; 

(f>) Dyeing; 

<p) Manufacture of iierfiiines and linir oils; 

(q) Manufacture of woolen blankets and rugs; 

(r) Manufacture of jaggery; 

(#) MHiuifacture of indigenous ineiliciiie; and 

(t) Poultr>'-farming. 

Mogt of the above flourisiHKi once and supplied the needs of this and 
several other disiri<"ts hut owing to foreign as well as internal competition 
ami exploitation niidci very unfavonrahle circiimstanfe'- they have suff<»red 
imiuensely. Whole villagen were busy manufacturing cloth of every variety 
and woollen rugs and blankets of M*veral dcs<Tiptions„onIy one generation 
ago. ft was the depressed classics no less than the professional weavers 

»hat foepaied them. Their iiiinilau's have fallen now. Dyeing at one time 

was the chief meupation of some people. It was done with the aid of 
indigenous drugs grown in the hackyards of several hous<»s in every village. 
The eolours were line as well as fast and cheap as well as t^asy. That 
hiiH almost disappiMirixi. The ndvAUit of kerosinc oil at Tte. 1 and less 

per tin thiottlt*fl the maiiufaiture of easlor oil. With the castor oil 
disappeared the artistic* hras.s and copper lamps and their places have 
Ikhui taken hy Dietz and Ditiiiar lights. Indigenous jars used for pre- 

serving pickles and other things liave Iw'en suj>ei‘s<HhHl by foreign ones 
which have lonnd their way into distant and oiit-rif-the-way places. 
Knamelltxl giMHln have stampeil out hrass and fs>|iper ware, CVddders, who 
used to Hup(»ly the net'ds of e\t‘ry village, do not fiml oci upatioii nov*. This 
static of a^aii^ is entirely due to the dumping into the Indian market of 

f omls hy loreigners and the unfortunate results of it have been two-fold. 

'irstly, the Indian industries have Ikhui stranglcxl. Swondly, the foreign 
artichss, lielng always less durable than indigenous goods, arc ruining the 
jwople economically. There is absolutely no jnstlHcation for permitting the 
iinportaiioii of flour, presi'rved pine apples, grapes and such other things 
intiO a <‘ountry like India which has been rich in ngricnitnre and horti- 
(‘uiture, Hundretls <it (sun flour tins and thousands f»f inyda hags and 
tins are coming tiistrht every week f>ut m> step is taken to 

sttau their tide, the weapon <*1 protwtive tariff so sncc<*ssfully used again.st 
the German manufacturer of beetroot sugar, for the protection of th(‘ 
European cane sugar luanufacturor in India is allowed to remain idle in 
other inattoi's which vitally concern the Indian pca.saiit and manufacturer. 
Wo are living in an environment which is altogether foreign. We aix* 
made dependent upon other countries for the nec<*ssnries of our daily life. 
This reflects^ very little lu'cdit upon the industrial policy of the Government. 
TTnlws the industrial problem is taken up by Government in a genuinelv 
national .spirit there is no salvation for this unhappy country. 

I am afraid I liave digix^ed from the subject on hand but it has 
i>eooiue inevitable. For examining the rural economic conditions and for 
exploring the possibilities of industrial development, I would advocate the 
mauguration of a confluence vei*> much on the lines of the Mysore EconomVc 
Conference to lie held periodically with a paid executive consisting of 
experts and divided into diflPerent boards placed in charge of different 
branches such as education, rural indebtedness, agriculture, industries and 
commerce, etc. As the conference proceeds with its work it will I>e able 
to devise means and methods by which industries can be encouraged and 
the producer enabled to get a better return for his produce. 

^Unlike the ryot in upland taluks whose hands are full with sowing one 
and at the same tune han^esting another crop throughout the year, the 
fAxiner in the Delta taluks has, at the most, work only for four months in 
the year. The remaining eight months, the latter spends in law^ courts 
gamming housM, theatres and other objoetionable places wasting his fortune 
and health till he becomes morally;, physically and economically bankrupt. 
It IS absolutely necessary to reclaim him and show him some occupation 
He can raise produce after cutting paddy. Some have Ijeen 

actually doing it. But there is not proper advice for them. He is afraid 
that if anpther crop is raised after the paddy is removed, the land would 
be rendered lees productive and would not give him proper yield of paddy 



it may W iriM? to aottio extent. The aixricultural dotuouatr«t4M'a appo<ki€e<! 
ill tlu* thjitrirt an* not able t4i hutiaiy tlmii. Tlio lyoi not want 

advice; lie waritA oraciical espt»rittu?iit. It iIhwIVh'o that 

©very dii»trict t^oulu have at leaat one agricultural fiirui maintiuiMHl by 
(tovermuoni in which expcrimeiiljs of this and other kinds ahoutd Im carried 
out and idiowu t>o that tiic ryot tiuiy knirn iiuprovcHl and acicntifir mothoda 
of agriculture and horticulturt'. 

There is another industry which rec|Mii'e»s atientioii. The trnets which 
have been hitherto eonsideixiil unfit fpr any purpose ntv now <linniindod for 
growing gronndnnt whieli is ex|MirtiHl after the slieU is ivnioviHl. It is 
said that the machinery nsiiiitiHl for I'xtno'tiin: oil Iroiii gmnndnnt cun Ik^ 
got for a lew tliouHamls and that it that is got ami oil extractiMi and 
exportetl it wfiuld la* iiion* pixiHtuhlc. It is oImi said (hat the vegt'iablo 
ghci? that is sent into this country Iroin Mollatid iiiiisists f»l the gixnind- 
nnt oil, that it is umhI lor other purposes nUo and ihal d oil is cxtracteil 
it w<iuld give stiimilns to other iiidustrii's as a ell. That mdustry d<^rvi»s 
enroll ragcnicnt. 

The iiianufactiuc ol loicks, tiles and other tlniigs is vel nuotlito* industry 
which deserves careful exam i nation. Like l«KHi and ihuh they are esaeu- 
tiai be(‘ause luiikiings are rapidly stniiiging into c\i.stencf» evcrywhen\ 
always. They ar<* Iwing importcHl trom Mangalore. Madras and othen j»lu<S's. 
It must lie stoppcnl. 

Weaving aiul .spinning are iiio.st iiapoilant Iuh aiisi* they give work to 
man and wuninti ol high and low' chiKses and east4*s aiikiv Spiiitiing is 
ulinost exclusivelv dime hy woman only. In my ImivIummI innsii* ol tin* 
spinning wlicsd was heard in almost cvi’iy house in <*very village. Thai 
M Ikh*I is now licre to Ik* sfcii now . I would ailviN aU* S<aU*-aid to iluva* 
iiiduslries and spt'cial h'gislation in that direel inn. From 1*5 tt» .5<) pto' <K*nt 
oi the mone> nspiiied li»i inve>liin*iit shoiihl he gi‘antt‘d h\ (lov (*riinn*nt at 
not more tlum d per <H‘iit iiiter<*st. For the amount so granlid ciuih 
credit upon existing hank or hanks estahli.slied for the purpoM* should 
he allowed to eiiahle the pnalnei*! to tliaw moiiev w ln*n unpiirtMl, (M the 
articles so iminntactnnMl (ioveininent slmnlil htiy a portion aceording to 
irs rcKjuirmiient.s. Other forms <il assist a ms* sneh as ehK*iricnl energy wheiH* 
avaiJahie, irrigation and other facilities where iiiwHltMl Khonid la* Iri'eJy 
giv‘4*n. Income tax simnid m»1 U* U’iv<s| tor some vears. ( 'ornpel it ion should 
lie held and j»ri*/a‘s aw a riled. 

7. Ill onr disinet there me no iinligeiious hank', at ail, 'hhe only joint 
stfX'k hank which we Imve is a hranch of the fndian Hank which is of a 
vtn.v n*c<mi origin. Oni co-f»p<»i at ive hank !ia,v an ovenlriiit of one lakli 
of ru|HHs^ upon tin* lm|K*riai Hunk, ('ompelition diM‘K exist hetvveen one 
institution and another. 'I’he Imperial Hank with its huge »m gaiiisiit ion , 
efficient iiianagemenl . w id«*spread hram lies and immense r^'sonrees need 
not he afraid of eompetitinn and ean* then*foie U* mon* liherai towards the 
other hanks, 4'speeiaiiy the r o-o|MTal ive hanks. 

The* only diffieiilty which we have at irresent is not in regard In tin* 

short term hut tf> the long term (apital. Oor dma^sits have never heeii for 

more than three years. Tlie Madras C’eiitral Tiiiaii Jtank whhh used to 

lejid for ten yi*ars la^fore has in view of tlie oh.Hervat ion.s of the 'J’ownsoijd 
f^mrnitttH* I'lii it <lown to five years ami wc* aro theref<ire ohiigoil to letid 
to the rural societies for not more than five years. This lius (niisivl a 

gocwl deni of dimxmtenl among the eo-operutoi*a in villages. 

Of the villages in the district only HfH \ illag<*s have rural societies 
now. Thosf' s«KdetM> also have not enliKliHl all the jasiple in the villagiis 
a,s j>httroliolder« The aiiioiint we are teiuling is a-pproxiinately Its. 2»'l LalmM. 
According to the pro|K>rtioti of our lending to existing wnrietir^a we require 
noi }e6ii iliiiii on© c-rore more of extra cnptlal for oiir diKiricd for h nam ing 
tlie co-operative tnovement. 

7 1 -I ndiqffimM TUmhinrf. 

If no note has lHrc*n added to ©xphiiti indigonou^i hanking I >ihotild Imve 
anil! there ix none Riieii in iliwi part of the cxiiintry but aa indirtdiudia ami 
prirato finnii al«<r have been brought under the categoiy* it ba« liecotne 
neceaaary to deal with it.%We have in each village individuals known aa 
mwmtti who do UHiney-lendifig busineaiv. In towns we Jnive mosflv Alnrwari 
firm wlitifie wla oeeiipation in life in imtneydending. 



T. Rural jw>wrarft and the iiHwfi have no de}>osiii». Tb^ lend 

their own tnone^ii* Tlioy aJno Ikjitow from others at a low rate of iutereet 
and lend at a high rate and make a profit by the diffcretK^^ Some of the 
local Marwart firms are hranehtfs of bigger firms existing in Bombay and 
other placea as in the eaao of Sir Kasttirmhand Hanuniandas of Tenali, 
awhile others have transactions with higpT firms in other plac^. They 
therefore issue iis aell as negotiate huiulis hy charging csmi miss ion. They 
also receive silver hiilliuu and sovereigns in exchange for moneys due to them 
in capital citi^ and make profit by their sale in the UK*nl market. 

2. The tudigetioiiM loiiiker do€»s not finiiiic'e agriculture^ trade or in- 
ihtsiry with a view to help it. On the other hand, he takes advantage of 
the jKxruniary difficulty in which the farmer or the trader is and impoaee his 
own conditions upon him in regard to interest, period of repayment and 
ttaturo of so<*iirity ; provide<l Ins condit i<tiis are accepted he ullow.s the 
money to rernuiti with his debtor for any length of time until the .sum due 
to him and the value of liis debtor’s assets find thoii*' level one wdtb the 
other. 

.‘t Most of the iiidigonou.s hunkers have* no organi.sations worthy of 
lueution. Suiue of thoiii have here and there one oi two hranohes ; some others 
have their agents in villager, wlio for a small connnission or other help 
hring |>eo[)Ie in need of money to them — 

(<#) They invest oiilx’ Its. “><).()(•() to Its. laklis. 

(h) Their volume of husiucss is great lieoauso they do not allow money 
to remain with any individual for more tluvn to 6 months. They collwt 
and ro-invest ns olten as they <an. 

(c) Their expetiM.*s are v^uy limited. 'Fhe paiiiiers themselves do every- 
thing. They Jiave a clerk atid sometimes n pcH)n to a.sai.st them Ix'cause 
the>\ do not know the vernaculars here. Their exprmses range from 
20 to rupoi^s a month. They have nothing to do with the Tinperiul 

Hank or any cither hank iicrc. Wlien th(‘ Imperial and <Uh(*r hanks do not 
give th(*ir (UstonuTs <\\t<msion of time for repaymmit and wlnni the latter 
approach the indigenotis hankers, they again dictate tenins deliberaWly 
taking undue* advantage* of the crisis in which those custoineis find tlu'inselves. 

I. rheii* Imndis arc* the ordinary hills of twehange oiiyahle at sight. Their 
other instruments are proinissorv notes whieli are invariahly aeeouijianied 
hy wJiat are tc*rmt’d ‘’Hand letters” wliich are nothing hut agreements 
fixing a period for n*payment and stipulating an enhoncc'd rate* of interest 
from the date ol default. Th<\v very rarc‘ly take* mortgages U'causc* it viouhl 
take them time for enforcing payinc'nt under them. Imt they take, instead 
of ifiortgagos, the jH'r.sonal sc*c*ilrity of one or two individuals acfording to 
the amount lefit. Tlie s(H*nrity honcls arc* again ch'ScrilK'd as ‘‘ Hand letters”. 
Tlmy edntuin the claii.se that they would pay the amount due hy liini on 
who.se Iwhttif theyv execute the leit(*r if he should tail to pay the amount 
within the agrc»tHl time. 

The indigenous liankers' methods of granting lomi^ have already 
liean dtvscTihed. TIk'v vc*ry rarely allow cash credits c’\c'C‘pt to iong^standiim 
euatomers ol undouhted soheiiey and approved honesty, wc* liavt* ifo 
objection to |»a.v the* high rate of interest they demand and to the method of 
ealculaiing interest which they adopt. Tin* sowc‘in*s, over and ah<»ve their 
ow’n investment, if they want nionc'v to lend. Imutow elsewhere at a low 
rate and lend at a high rate. That is the only methcjd known to them. 
There are also .some calculating |>eople wlio to f'omiuand funds convert their 
immovahle pnmerty into money l>ecanse they find that Intercast pajs much 
more than hiiuis. 

6. Rates of interest in money have already l>oen pointed out. When 
it k <|uestion of paying hack in kind it i.s worse. 'I’he agricultural popula- 
tion of Ics.s than average mt»an.s find it difiicult to maintain theniselve.s 
and their families from the time of transplantation to the time of harvest 
h^aiise thoy exhaw.st their previous year’s produce by the time of transplan- 
tation. They then borrow a Img of paddy on condition of repaying li or 2 
times the quantity during the following han'est. Tt is this unfortunate 
l>orrowiiig that deprives them of their means from the transplantation to the 
harvest seaaoa* ' 



1rh€«i4? poorer Khould not Ih* tillowtHl Ui depend upt>ii tbo viilnKe 

jjwciir. Money uiu.st Ir* m»<le nvailtiblo tV»r theiii thixiugl) I'O-operntive 
MKJietMWi wliicli nliould Ir* orii'niiisiRl in every viltuip* and (M)itdiirU^ wnder 
an honest and effieieiit intuin^ement. Tliey must la» taiiKld ilirift and pro- 
videtl with other (K*C'ii)mtion than ajJtrienHiitv fmin HepteinWr tt» 

DoccniJier then* are piactieaUy im tiKrietdini'til operaliotn^. It in then 
and only then that the liiijh rate of interest in the village will full. 

If co^tHjrative organisations grow in iiumlH*r and in the extent of 
their u-sefulness, the staiidanl of living of the average ugrit'utturist is iMnind 
to improve in every iliriHti<»n. It a ill Im* possihle for him to iiiU'insively 
eiiltivn^te his small hoiiliug in a Mientitie maiinei with u|>-‘t<»*<late agri- 
eiiltiinil iiiipleinents ami mannnvs. 

7. The indigenous hanker is us imieli di^ptstnl as he is leaned. His 
methods of lending and enfon-iiig repayment not being (lean, his elientele 
uiien eoiue into a (‘lash with him. There have he<*n eases in wliieh the money- 
lenders' eoiidiU't has linf to erime of the worst type. Theis* have also 
east^ in ivhieh the inoiiey-leiuler has .sought the help of llu‘ exts’iitive and 
the jmiieiary alike. In spite of that if eaiinot l>o said that the findlities 
that he ha.s got in law for st‘lf“j»rol«‘«*tioii are imidtHpiafi'. 

8. Tile indigenous hanker may he hrouglit into thi’ (‘•M>pi‘rat ivc* siH'iety 
hy eilucaiion and {H^rsiiaNioii. Otln'rwis^', 1 am not in iaxoiir of the indi- 
g<*naus hankers at all. Kir^t. ive havt* not got any seientifK* system of 
hanking. Stssindl> . tin* iiniigemnis hanker is a sinner piiNt redemption. 
Instraiil ol trying to organ irx* siieh hanking and siieh hankm’s at a greni 
wicriliee and (sist, it is In'tler that all the attention timl moin*y whieli may 
Ik* d<*vot«*d to that purpose, is iiftiisi’d for the eo>4»peru( i\ f .sys<i*m, 

///. hn'tsinttht Itulut am! afftartnai e/ ra fatal. 

1. Hanking resources have Iwen lew iti this distriii. HaiUvay ami other 
eevses of ItKai h«)arils ami toll-gate funds and of the munieipulities form the 
largest nnelefis for hanking hiisinojss at pre.senf ; ju ivati- ileposifs of indi- 
viduals, ahkari deposits, deposit.s ol eontraefois and other husinesiiineti 
also supplement it. It is not po*'sil»le to exactly estimate Inov mm h would 
he nH|uired lor this <listriet. Houghiv 'penkiiig. I? I** .‘I i rores oi rnp<s‘s would 
he iieiessai V . Postal .Sjn iiigs Hatik.s and the sav'ing'. d( posit hranch in the 
eo-operative. Imperial and Indian hunks are llie only institutions whieh 
em*<mrage savings and investment hahit. 'I’hev exist onlv in towns hut not 
ill villages. So, villagers are wry mmli hamliea)>p(Hi in this matt<*i. riieir 
iliHieultivrs ( iiii he over< ome l»y extending (la* seo|M* and utility ol pt imar) 
<*»*-ojM*rHti ve s<K'it*ljes. 

Indian women, more espiMially Himln woimn, unlike tlieir Kuro|>e*iii 
sisters, <lo not aeipiiri* rights in putmnal pro|KTty hy hirfh and in hiishalids’ 
profHTly hy marriagt*. 'I’hev are therefore provichsl with »»nijiments hy Iwiili 
.so that during adversity she may inako ii-e of them. It is also the iashion 
of the Indiaits to l>e<Uv’k th<*mM‘lv<?«. 

^ t?. Postal (’«.sli ( ’el ti/i< utes are iml popular in tlii.s «listrie( he» fi»tre the 
majority an* poor am) can ill-alforil to g<i in tor them and also Imi’iium* thi* 
iiitere.st is low . 

Savings hanks do not afford possihle faetlilies to all peojde liecatise they 
do not exist everywhere. If is only oflieials. r|uusi-<i0ieials and others who 
get regular pay or other ineoine and ke<*p a<fotint with hanks thiif rrswiiri 
to the savings hanks To influe«e<* other jieople to do so would rofpitre 
time and inet*ssaTit propaganda. 

;k No faeiiitu*s are affordixl hv fioverniiient, the hiiperjaf Bank of 
India or any other hank tor piirehax* and sale of («ov«*rnuieiit seeuritiofi. 
Previously pnrehases *»'ere made throngli the ltti|mrial Batik of India, 
whidi iwed to advanec moneys at 1 or J jKjr cent higher than the 
payable umni tbeiii liy (iovernment. *>btain the sef'uritiefli in ita own name 
and transfer them to' the pnreba‘?er after full payment. T^t ayatem Iiaa 
been abolisbetl by tlie lm|>eria! Bank. Government se<*iiritlea are of no 
use to the small agriculturists. Government secnirities as well as other 
•ecurities must now l>e purchased in o|>en market. 



A greiii mawrtiy oi the people ol thte district are not able to make botli 
enda meet wa so hare noiliing to iavebi. Of those that can, ilus 

agriculiarist investa his moneys in the pinx^ose of land, the merdtant in 
further extension of his business; landlords and others who get salaries 
or other hxed incomes in monej^-tending business and purchasing immovable 
properties. 

The farmei's lend to their fellow agrieuliurists on tolerably good teriim 
at an ihk^rest of 9 to 15 per cent per annum. In a pros|ieroiis year the 
farmers invariably jnvc*st th<*ir moneys in purchasing ndditionsf landed 
property. 

i. Cheque habit has not made much progress licre. The reasons are that 
in the indigenous banking system there is not the luetluKl of cheque issuing 
at all. It IS of foreign origin and like everything foreign engrafted on this 
soil, it is bound to take time. Jt is only |ie<iple who can and do maintain 
deposit ac<.*ounts or who have cosh credit in banks th^it can i»sue cheejues 
but not others. Government officials and others may lie paid thedr salaries, 
etc., in the ^ham* ol c‘ho(|nes. The use of vernacular scripts in clieques in 
additittn to Kiigii.di, J lielievc, will help to make tjiem popular. 

5. I .support the view that hanking and investmeiit liabit are of slow 
^rowtli. The reasons art* more than one. Firstly, there is tlie tear that 
it is not M> good and sah* as the invt^tment on land or other iininovabh^ 
property is. 8c*C‘ondly, the terms of the bank.s in regard to lending and 
repaying are not suited to the av<*rage innii iKS'iiiise he knows no economy 
and no thrift. 

It is not possible to [>ersiia(b* j)t*4»ple in general to tlivert their .surplus lund.s 
for |»urpoM\s other than agriculture at jiresent. The reason is simple, 
industrial undertakings and joint .stock coiupanie^ Iwive not Imd a pros- 
perous cariH^r in these |)art.s The liosiery and cotton-seed oil mills at 
Guntur, the Carnatic paper mills of Kajahrnnnd^ and the Spinning and 
Weaving Mills of B<*x>vada and .some of the rice mills in .some of the villages 
of this district such as Tsuiiduru. Thunimella, Ponuur tmd oilier places have 
tail(«d with the result tliat p<*ople are afraid that any investment of capital 
in enterprises o| that kind is bound to be ruinous, (diloss there is guarantee 
lor interest and unless some instituttOn.s art* hrought into <*xistenf*e and 
w<jrked at a profit, conlidt*nce will not he infustHl into tJu^ peoj>le. Propa- 
ganda hy (iovernment for tlx* i)ropagation of Government loans will, I am 
afraid, lud In* fruitful in tliat the interest <d»tained l>y investment there- 
in IS not such as would allure iht* ordinary man who is accustouH^ to G per 
cent rate in hanks and 9 and and 15 per tent Tates in villages to go 
in for tluMii. fhe Impt'rial llankVs hraiiehes havt» het*n helpful. 

Beplien to the sup piemen tar if questions. 

Clieqiies, under the Negotiable Instruments Act as it stands at present, 
may lie drawn payable to lioarer and may also be negotiated payable to 
bearer . They have tlie additional udvnntage of being draw’n and negoti- 
ated payable to oi*dor il tlie drawer so likes. Among the indigenous baimers 
cheques have not l>e(*n popular in spite of the fact tliat they have been ♦in 
exisTenw siwco 1881. Hence a fresh tyi>e of instrument if hrought into 
existence to-day hy a legislative enactnieiit will not t*qually be popular 
unless that type i.s one which lias l>eeri knowui to the indigenous hankera 
and meielmnts for some time. Huiidis are the inly kind of documents 
which are known to them. It is, therefore, de.sirahle to acicure the legisla- 
t»on contemplated in the questions for hundis. Hundis may also ^ crossed 
like choques. 
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Written evidence of XJRJly. W. JBBVABATNAM PIU^AT 
Avar^sl, B.A., Preeident, Oo-opemtive Snpervieing Union, 
Tiruvellore 


/. — Agrintlf itnil rretHf iinil (•reilH foriliUfi fur imltinfrirS. 

1. Koi* durinti t tiUivatit'ii tlu: tijiit irultiirUt , if Im» i> a 

fKirrows from his hviuUord or if ho is « small landholder from hi» ridi notich- 
hour or from the |>roft^sionul money- lender, who in a village is gt^norally 
tmo who keeps a haiuiar and deals in provisions and other nix^ssaries of the 
villagers. lie lends them small amounts of money and sup^dies thein with 
all their domesth' wants and purelvases the prialuee eharging inteix'st in kind 
or money for the .sounoii ending with a liarvt^st. Tht» rate of iiiten^i varic»> 
with tlm |M>rsoii l»oin*w ihii. ranging Udwrioi l*J and 21 |H r rt*n( and if it is 
in kind ranges lietweeii K) and 20 per (^ent for the st'ason. In tlu^e eases 
in* siHMirity is n\<t‘pt an tmtrv in the niconiit hooU'^ nl (hr lender, 

(h) For lapitul and pertnanent improvements the villagers generally 
borrow from a rieh hindloid, who, in afhlitimi t*i his (»\vning lands, acts as 
a profc^ional inoney-lemUo' or he g<d.s a loan Iroin (lovernmeiii for the 
(oiriwisr of sinking \v(‘lls. pnrrliasing hnlhx ks or putting up an oil vnigiin* 
for pumping water, foi* perimls <'xtetuHiig up to 20 years. 

The rate of interest charged by the inoney-lemler in these eases ranges 
iMdwwii 0 and 15 |M*r cmil ami the M*curit> ofTertnl is lands. 

(fd For special iuhhIs the villager g«ws to the money-lender oliering his 
land as s»MMirit\ at a rate of interest ranging hr!w<M*n 12 and 21 per <eni. 

Govornnient fmaiu'es the ugriculiurists for iniiiroveineiit of Und, for iink- 
ing wells, lor purchase of bullocks, etr*.. on an tMisy annual payinoiit ftytteni. 

Co-operative hanks lelievc to some o.xlciit the indehttHlness of the agrl- 
cnlturist hut he could not get the full Imiiefii of tHMiperu I ion. 

Frofessioiial inoiiey-lcndoi s, imox’liants and ilealci s genet ally hnance all 
needy agriculturists hut llie rate of interest charged is so eNorhitaiit that 
the net profit of his agri<*nltural hilMUir w^nthl h<* hardly siiHirient to pay 
the rate of interest. 

Defevfs. — The raising of Governimiit loan tliougli )>oneficiul is la*set with 
\arious difficulties for the villager. The only remedy seems to Iw that a 
special officer in the grade of Tahftildar ahould l»e deputed at least for the 
flishur^cunents of loans yyhen the loans arc sanctioned. 

There could not l*e co-ordination for the simple reiiHon that tlic ruling 
factor in tlu»«t» transactions is personal intt‘n*«t and gain, 

*2. In the district, generally the individual denier piirehnsi*s prmhirv* from 
the agrieulturiats. 

It ifi posaibte to pool produce for the market if (I) thi* villagers nre imffi- 
ciently ediicaicMl in that line, (2) if they arty induced prodiic^y the tame 
kind of protlucre .suiUhI Iwyst for tin* inarlcei. und (ffi it rn< aiis wen* found to 
finance Uie agriculturists on the security of the pooWl prodnee to meet thaii' 
urgent demanda. 

The credit facilities w’onld l^e aWit 75 per cent of the market v^alue of 
the produce. 

The pres€*nt facilities offensl hy <*o-*>perativc H4K;it’tiis, in tiu* shufKy of 
ahort^term loanfi on the security of produce in quite inadequate. The amount 
advanced ahould Im? tl) irrespective of the lioi rotting power of the <tociety 
and diould bt* judged only from the value of the prince, and ( 2 ) i^uffidant 
naleguarda must he arranged for evaltiaitng the produce and securing the 
fame so that there may ^ no riak of loea/ 
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The value o( land ht only for dry eultivation ^nc*h ai» pulses, etc.» 

and which altogether dejKouU on rain range** l>etween Us. 100 and Ra. 400 
per acre m*cording to IVrtiiity, iieariM*Ks t«j village, eU-. If there is n well it 
enhances the value by about Ba, 100. If it is garden land fit lur the gFOWth 
of vegetahl€»s tuijoining a city or town the value !♦* •itill iilef'eaKed, For Wet 
lands w^ro |>addy is cultivated iii the wet weather and other odreala in the 
dry weathi*r the value rangi^ lietween Rs. 300 and 1,500 per acre. 
Thin again dejiends on the following fairtors, fertility of floii, facilities for 
irrigation from a river, lake, or well, eominand of lalionr and the w^oll-to-do 
conditiqp of the agriculturists. 

(а) In iGlovcmment auction for non-payment revenue, the hid will 

for a noiiiirial for ♦•ith**r I Ik* land will Im» iiiipriHliu*tiVf, Ntich a> ihoM* 

which lie in the margin of cultivation or owing to the uncertainty of the 
sale, the ow'iier would iiatunilly pay off the revenue dues if the land ik 
valuable within the time allowed. llenc*e this is no criterion of the value ef 
land, 

(h) In caseH of court saU* the land would alniosi fetch its current value 
exce|>t foi* the fact that the bidder iK^aiiHe he eould eominand nmdy money, 
keeps off others w*lio are not in stu*li favourable position or it iiiay be only 
thoitt^ wlio have a full knowledge iff the title of the projierty or who take 
the rink of flM» litigation that obtain the property for a farontjibli* prb*^'. 

(r) In private negotiation generally the current market value of the 
property is obtainable. 

4. I am not aware of any l<‘gal iinpediinoni for inoitgage of lands. I am 
not aware of the exist^uict^ of agricultural hunks tor long-term crtKlit except 
tho.s<' which have re<’cntly be« n inniignrat(Mi midci the C'o-opi*. at i\ c 
Department. 

Aifricitlfural hanks. — My suggestions art* — 

(1) Tlu*y must provide long-term credit, say. from 15 t«> 2t> years. 

(2) The amount should not be less than R.s. 1.000, nor more tlian 
IN. 5,000. 

(3) The ownership and title to the ])roperty must l>e properly scruti- 
iiioed atid all parties iiiten^stt'd in the prop<*rty must ht‘ !nade t«> e\<*(Ute 
the mortgage deed. 

(4) The net annual income of the j>roi»crty must be taken into necouii* 
IP advaneing the loan. 

(5) Failure to pay for two consecutive years .should he one of the causi;K 
of action. 

(б) 1’he extent of juri.sdiction nuist not lie more than 15 miles. The 
('ire<dors should lie men of means on wdioin the public can have confidence. 
liOgal opinion must Im‘ sought in all doubtful cases. 

I do not think that any measure for the record of rights and titles of 
projierty would override any judicial decision on the subject and hence everv 
title must Iw judged on its own merits* by comi>etent men. 

(h) Simplification of the process of foreclasure and sale is necessary in 
the interest of the mortgage hanks but the directors of the bank should* not 
bo invested with such pow*er.s us there is likely to be abuse of such powers 
out of mere spite or personal grudge in the present state of sra^ielies in 
rural areas. 

(c) The concessions now granted to <‘o-operative societies should bo 
extendi to land mortgage banka. 

The w’orking capital of the mortgage hank .should l>e met from del»enture 
bonds foi* more than half and the other tw’o sources must l>e limited to 
Ibss than one-fourth of the working capital. 

Till public confidence is created the Government must guarantee for 
the principal and interest. For this purpose the share capital of the 
meml^rs and the reserve fund must not !h^ used os the working capital 
hut must lie de[> 08 ited with a hank recommended by the Government. 

Mortgage banks most raise money at not more than 5 per cent and 
lend to members at not more than 7 per c^nt, 



6, Variouft industries are attempted but not with success, the chief reason 
being Uiat farmers are not aware of the market for their produce. 
The whole thing is managed by the middleman who carries away the major 
portion of profit which should go to the farmer. Industries for which 
special f^ilitiee gxist in certain loi^itios should be encouraged by means 
of spfgw inaiructions and by Uie formation of co-operatiTe societies for 
that object, e.g., maUmaking in place where A*ami gravs is i^laindant; coil'* 
making and fibre-taking in piacen where paliiiK abound; datryd'antung in 
places where there are groaiiig facilities; and garden produce mound 

and towns or where special facilities for transport exist. But handlooin- 
weaving could be encouraged in oil places. This I should think would 
supplement the income of the farmer in the off-season. Handloom-weaving 
should not onlj* be encouraged where it exists now, hut introduced in 
places where it is not known. In all these castvs the principle of co- 
operation must bo extended and applied with the necessary changes. 

7 . I am not aware of the existence of any relalion Ix^iww^n cHw>perative 

lianks and other banks, except that the provincial eo-o|KU‘ative bank and 
central banks are granted overdraft on the Imperial Bank. Long and 
short-term loans are not granted to the extent to which they 01*0 rtMiuii'ed. 
One reason is that the total liorrow^ing power of a co-operative soinety 
ia at present fixed at ) of the net assets of the mond>oi*s. Again the short- 
term loan is included in this I and henc'c all the inemhers <H>uld not avail 
themselves of loans. This is the <-hief ix'ason for the pniichayatdars of 
a society having l)etween thems«dves the major |>ortion (»f the loan of tlie 
society. One way out of this difficulty is to find out tests of the value 

of property mortgaged to the sm-iety and to e.\<‘hulc from the maximum 

borrowing i>owei‘ sucli amounts as have Ihs'U advanced on the mortgage 

of lands. This would increase tlie borrowing power of a soedety without 

any risk of loss to the society. 

Witli reference to .short-term loans given on the security of prodiu*e, 
it must not have any rolation to the Imnow ing now'cr of the society or of 
the member, but must he judgetl from tlie marlcct value of the produesf!, 
aulfioient precautions l>eing taken to secure the produce. 

The capital that would l>e mpiired for agriculturists in villages cK)uld 
lie roughly estiinait»d at twice the ainouiii of the revenue ki»t of any village. 
This I think would Ih' a safe criterion of the needs of an ordinary’ village. 

I am of opinion that all eonwHsions possible and feasible should be 
granted for the c*o-operative movement in view of the fact that co-operation 
and eo-operation alone would bring salvation to tbe diim!) inillions of the 
roiintr>*. 
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Wiitten eridenoe of MJLBy. 8. WARAfllMHAlf 

VicO'Proudent, Talok Board, Kandigama. 


7 . — Agricultural credit and credit /aciUtien for imall ithd%utrie*^ 

1. TIuk taluk constitutes a backward ai-ea in the district. The Agri* 
culturists are, as a class, illiterate, and are guided by mere tr^itional 
practice and usage, The soil is generally poor, and water facilities are 
scanty. The agriculturist is of the hardhit in his attempts, to obtain 
finances either for expenses during cultivation or other special needs occa*- 
sioned Jay famine, failure of monsoon, etc. The only source of help he can 
count upon is the professional money-lender or the i)etty local merchant 
who charges exoibitant rates of interest ranging from 15 to 30 per cent 
per annum. Sometimes land, sometimes niovablo property, and often 
standing crops or jewellery are pledged for these loans, and in almost 
all cases, the debtor is not given a chance of repaying his dues in instal- 
ments. Wholesale clearance of the debt is often insisted upon to the 
serious detrimont of the debtor. 

a For some reason or other, very few people avail themselves of Govern- 
ment agriculttiral loans. It is highly desirable that loans of this kiud 
are brought within easy ncct'ss of every needy agriculturist, special instruc- 
tions being issued for enlightening the poor villagers on the advantages 
of the,He loans, such ns low rates of interest, facilities for repayment by 
instalments which naturally go to .stimulate thrift and confidence. The 
agriculturist should he made to feel that a loan from Government involves 
no official worry, but provides on the other hand easy facilities or liquida- 
tion. Tluj official formalities should ho minimised and every one should 
ho made to feel that a loan from Government is an easily accessible resource. 
Of late, a few co-operative credit societies have l>een started in the taluk 
and have lw?en leseuing some i>oor people from the clutc‘hes of the pro- 
fessional money-lender, but the extent of relief now" given is hardly worth 
mentioning at all, as the societies are few in numl)er and their borrowing 
pow'ei* is limited. Besides these, the people of the taluk have hardly any 
dealings with any other banks or other joint-stock organizations. 

2. The agriculturist of the village is .seriously handicapped even in 
the marketing of his produce, lie is kept almost in ignorance of the actual 
market demand and is obliged to sell aw^ay his j)ro<lut‘e to the itinerant 
inenrlmnt who colhxts his stock and passes it on to the market. Cotton 
which is mainly an article of foreign export in thbj taluk is generally 
conveyed by the agriculturist him.self to some ginning factory or other, 
wdiere the intermediary inerc‘hunt undertakes to weigh and st<K*k the c*om- 
niodity either paying up the cost at a certain fixed price, struck for each day, 
or paying the agriculturist only an advance with the option of striking 
the bargain at any time he chooses, up to which he has to pay interest at 
12 or 15 per cent on the advance, as well as rental for the produce stocked 
by him. 

Merchants of this class who advanc*e money on crom modi ties stocked 
with them generally issue huiulis or-,j>ayment ordei*8 to merchants in other 
towns w"ith whom they may have any ]>ecuniary dealings. 

There is yet another practice with regard to the marketing of agricul- 
tural crops. This is speculation. The needy ryot offers to make over a 
qprtain quantity of his produce at the time of harvest and fixing the price 
naturally at a very low rate, takes all the money beforehand and exe- 
cutes a jatti or contract to hand over the fixed quantity of the article at 
the prescrib^ time. Owing to unforeseen failure of crops or fluctuations 
in prices this mode of sale is often liable to litigation, costly and annoy- 
ing to both the parties. 

The formation of pools on a co-operative basis under Government eon- 
trol may afford a healthy remedy in this direction. 
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3. About 95 per ceut of tbo iaiiil iu this taluk is dry> tiio tmi boiu^ 

irrigated either under the Muuieru Project or iiiulor tiuiks. Wei laud 
under the project sells at Its, 400 to Hs. 1.500 au acre, while the price ol 
dry laud varies from Its. 00 to IHKK The pritt? of land iit private 

negoilatiou is Rightly higher thau in Governiueut auctions or sales by 
court decrees. 

4. There are uo agricultural banks at all in this taluk. As regards 
safeguards in respect of property pledged or mortgaged, the l)orrower may 
be required to produce an encumbrance cx'rtiticHte lu respect of land or 
other property moitgag^. or to establish his l>ontt tides and cimlit by 
obtaining the approval ot at least three other mt'inbers of co-operative asHotda* 
tion who should also he held i*esponsible for the proi»er discharge of the 
loans iXH,‘om mended by them. 

5. Particulars in respect of the inde!) ted ness (an never be obtaiiuHl with 
more than a fair dogrei^ of accuracy. Statistics relating to a few typical 
villages in each taluk may be obtuiiuHl only after a detuihd investigation. 

6. The only industry alliid or .supplemental to agiiculiuro whieh is 
wortli any mention in this taluk is hand-spinning. The agrioutturisi 
generally takw to spinning whenever he is frei' from his regular agricul- 
tural occupations. More than the ugneulturist himself, mendiers ol his 
household devote themselves to hatuUspinning m their misuie iiours, although 
tlie tvork is not suffi(‘ientiy remunerative. Hut. considering the simple and 
pleasant relief which a work of this nature jirovides to the busy farmer, 
the iiidastry de-serves good enconragoineiU. T(j improve thi.s ulliiMl induHiry 
the villagers may be provided with improved spinning wlnnds and iniiy 
also be helped in the sale of tlieir yarn by organ irang weaving work alao, 
side by side. Financial help sliould be made readily available, 'the people 
of the taluk may also Ik* cnctouraged in taking up garden work on a good 
scale. Pi'a< licaliy, a iK-ginning has to Ik* made in tbis direction. 

6 (a) Provision oi bmii lor sinking of wclis or other garden works, and 
the supply of water punifis on instalment system may afford a good 
impetus in this direction. Unless fiiuincial lielp is available at very low 
rates of interest, no improvement can Ik* expected in this diroction. 


11. — IndnjenouH hanLimj. 

1. There are no indigc'uous hanks worth the name. The inerchanis in 
aome important (nitres receive agrieultiuul produce from ryots and 
advance money to them on the security ut the articles entrusted to thoiii, 
but do not in any other sense act as hankers. 'rin*y ti<’itln‘r ic(('ive deposits, 
nor lend out money ac(*ording to nec<*ssitv. 

4 fo 7. The mereliaiits who lend moneys on the pledge of agricultural 
protluco huiideil over to them, charge various kinds of cornmishion in addi- 
tion to exorbitant rates of interest. The agriculturist l>©ing practically 
•put to considerable worry* and lowi, there is acrioiis prejudice againat hank- 
ing operations of this kind. The estahlishincnt of indigenous banka receiving 
depoaiia aa a matU»r of course hut paying u liigher rate of interest than 
the iKJstal .savings hank would go a great way to promote thrift and to 
root out the general tondeiury to keep money idle, or to hoard it, or use it 
up for jewellery and other luxuries. 

8. Banket'S of this tlavs serve im useful purpose and hence deserve little 
enoouragcinant. 

9 to 12. Til© Co-oi>erativc Department may organiy^> a savings bank aecv 
tion, providing foi a higlier rat© of interest than in the postal aavingil 
hank, and utilising the balances on hand for loans. Every such bank may 
bo aUoared credit in the local or nearest treasuries up to a certain oxtont 
about 500 to Us. 1,000 according to the size and importanoe of tho 
vittago, so that depositors ma^* l>e sure of receiving thoir amounts oltiior 
on oemand or with a short notic04 
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III. — Invedmeaf huM and aitraciian of capiial. 

1. Banking resouixt'S in tliis part of the eouiitrj* are practiealJy noii- 
exbteut. The public have few or no o»|H>rtiiniiies for investment of their 
savings. Savings banks organised by the Co-operative Deimrinient are ftn 
at>so)ui 0 desideratum. 

In the uliMnicM) of such facilities |>eople are tempted either to hoard 
their money or to invest it in gold and silver. 

Tlie economic advniitugc of money circulation or of joint stock enterjirise 
lias yet to Ik? brought homo to the mind of the average Indian. 

2. Postal cash certificates do not seem to be popular in this taluk. Hie 
striking contrast lieta-een the high rate of interest which the villa^ farmer 
pays to his creditor and the low rate of interest which may be realised from 
the cash certiheates^ is itself a strong factor besides the want of a post 
office in most villages in scaring away fieoplo from cosh Wrtiftcates as a form 
of investment. 

3. In the hands of the average Indian ^ and much more in the case of 
the poorer classes, money mostly lies idle or is spent on unproductive busi- 
ness, or costly social functions such us marriages, or even wasted on intoxi- 
cating drugs and drink. Only a very siiiali percentage of the people do 
understand and realise the productivity of money in circulation. A proper 
organization with n stimulus to mutual trust and sure chances of profit 
may draw moneys from various sources , and make them available as 
‘ working capital.' 

There are several (‘lasses of itinerant lieggurs — such as Bairagis and Lam- 
bad is^ — who stoi’e their earnings, with some professional money-lender with 
facilities to draw’ their amounts in times of need. Money-lenders of this 
kind pay little or no interest to those people and charge high rates for the 
articles supplied by them, the only eoinpensation for all thi.s heavy loss 
being provided in maintaining “.secrecy of investment.” Such deposits are 
made on mere trust, there being no documents of any kind. Even these 
iiioney-lenders do not turn their capital to any [iroductive purposes hut 
simply practice usury to great lengths. 

Til prosperous years, farmers no doubt lend their surplus monevs to 
their fellow agriculturists, but a majority of these loans are taken only for 
unproductive coiutorns — such as costly, gaudy celebrations and the like. 

4 ^ # # # * 

3. Banking and investment hahit in India is undoubtedly of slow' 
growth either for want of enlightenment or for want of opportunities and 
facilities. Government may cany on active propaganda in respect of loans 
at low rate.s of interest for productive eonc*erns of all sorts and may even 
organize certain specimen industries and joint-stock entenirises under 
dii'ect Government control and with Government guarantee, by way of 
an example, until the people realize by experience tlie advantage of setting 
about their hoards in active circulation. Help or propaganda of an indirect 
nature may be of no avail in a country where literacy is so hopelessly poor. 
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i , — AgricuHuml credit and credit /uctliiicjt fat $mutl industries^ 

Banks and Industries in India, — Thcix? has inyen a groat cry for Uie 
development of industrial banks in India over siiu!o the Industrial Caiiimis- 
sioti suninitted its rt*port. ImiuKtrial banking mpiiits niigi*-siac(l irnnks 
with great resources. What is far nioix* important^ if our bunks are to 
finance national industries, they must lie in intimate touch with our national 
industri€»>. 

Industries in India arc very iinicli har.ilicappt*<l by tlu* more or less eoin- 
plete al>setK*e of u system of industrial bunks. Wbnt is \vaiitt*d in India is not 
a series of unconnected banks but a central industrial bank with a large 
number of holdings and branches. 

An industrial bank in India should, as far as possifile, distribute its lands 
over a targe number of interests instead ol its eoncentratnig on a singit 
interest or a grouj) of financially inter-dependent Intsinesses. The chief 
factor of safety in an industrial bunk is to 1 h^ sten in the judicious limita- 
tions of every class of liusiiiess to its proper proportions. I beiv must also 
l>e minute scrutiny of loans on plant, machineiy, buildings and land and the 
limitation of loans, as fur ns possible, to the provision of working capital. 
An industrial bank must, to a cen-tain extent, Uke part in the management 
of tho ciuitral business, Tiic l>nnk should not’ try itsolf to float compatiiett 
though it may advise and help others who iiroposo to do so. The Imnk 
.should provide the initial capital of a prop<»sed tonipnny. As wc nil know, 
many carefully thought-out .schemes aru uiinble to mature as practical pro- 
position.s owing to the absence of the financial resources at tlio start. In 
thi.s connexion the oxam|)lo of Japan is appropriate, fn the caw of the 
Industrial Bank of Japan 5 per cent dividciitl for five years was guaranteed 
to tho .shareholders by the Government of Japan, of coni'Hi* laying down condi- 
tions as regards the objects on which the loans of the industrial bank are 
to be spent. This examide of Japan might well be copied by our Provincial 
Governments, As we are aware during the latter half of tlio 19Ui century 
our railway and irrigation expansion was mo.stly due to tlic Guiirantee ” 
s>wtein of dividends gruntcil liy tlic Indian (iovirnment to toreign sliare- 
holders who had invested in irrigation undertakings. 

Now, one of the chief defects of the Indian hanking organization is tho 
more or less complete absence of co-oporation botwocn Industrie's and banks. 
The subject of co-operative agricultural financxi has of late l>een much in tho 
air. We should not forget tlie neeJl for industrial finance in that cry. 
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I, — Agricultural credit and credit facilities for small industries. 

1. (a) Expenses during cultivation. — The agriculturkts in these parts in 
the generality of cases obtain short-term credit accommodation from local 
co-operative wxjieties, wliefever existing, or private uioue>-ieuaers on a uematid 
promissory note, such uinomit being iei*ai<i inimediately after the harvest is 
over. In these cases, amounts are being raised also from among the agri- 
culturists tuemseiveH in trie locaiity or in ttie iicigiiriouriiooti, not to 8[>eHk 
of amounts olituiiied from the nearest Nuttukottai Clicttis and other private 
inonoy-leiidors. There are also places where middlemen traders advance 
cnxlit to ngi leuliurists so far as coiiiinercial crops such as groundnut, coHon 
and tobacco are concerned but on an understanding that later on the produce 
IS to i>e sold only to such men. 'Jiiis is very eomnion in trie villages ot this 
division. 

(b) lA)ans for vupiial and permanent improvements. — Ci'edit facilities 
for capital umi iKUiuaiient inipioveiiiefiis .sucii as repairs or land, suiKing 
of wells and jiurchase of lands are obtained in the generality of cases — 

(1) by obtaining takavi Joans from Govenunont; 

(2) by raising long-term credit from co-operative societies for periods 
ranging from live to ten yeais and for amounts not exceeding Rs. 500 ; and 

from private money-lenders under uiilavouruble terms. 

(c) For failure of monsoon and payment of land revenue he either in- 
variahiy dtsposes ol Ins catt.e, it any, witii Him or goes only to the private 
money-lenders. Ho does not at all get any accommodation in the co-operative 
societies ] his fields do not yield ; ho has no other occupation to supplement 
hi8 incomi*. (. oiistHjuenMy, no nus no .source ol income even to mei‘t, ms recur- 
ring family expenses. He tlierofore defaults to pay his due to the society and 
the society in its turn defaults to meet the obligation of the central bank. 
Loans are therefore denied by the central bank to the primarie.s and again 
by the primaries to their memlx^rs. For payment of land revenue, besidcf 
disposing ot cattle lie [neilges jewels and seiis pitHiiue il any on Jutnd. Pay- 
ment of kist by loans Irom co-operative societies is seldom resorted to in 
these parts. Except in co-operative societies loans are generally issued for 
a periotl not exceeding two years in ease of mortgage loans ahd in other 
cases on demand promissory notes, the amounts being repayable with interest 
immediately after the close of the harvest. In the e.xeepted cases co-operative 
societies i.ssue loans for periods ranging I'roui live to ten yeai's but this kind 
of loans dot^s not reacli ail tlie agriculturists but reaches only a Innge ot the 
population. The rates of interest range from 18 to 36 per cent in the case 
of all loans particularly small amounts j6n demand promissory notes and 
about 18 to 24 per emit on jewel mortgage; loams, and 12 to 18 per cent ii^ the 
case of mortgage loans exceeding the sii|h of Rs. 500. These are common in 
parts of Udnyarpalayaiii taluk towards south-west, east and particularly in the 
T. Palur firka. In parts of Perambalur taluk credit at a somewhat low’er 
rate appears to be raised among the Reddi community. Failure of payment 
of interest entails comivouiid rate of interest. In case of the jewel loans, 
defaults are being penalised by the forfeiture of the jewels pledged. 

The security generally offered is cither land or personal and varies accord- 
ing to tlie pei-son taking the loan and the place wmere his lands are situated, 
consideration being had to the fertility of the land. The rate of interest on 
^ loans advanced by private money-lenders on standing crops is generally 
between 12 to 18 per eout, especially on crops like groundnut and tobacco. 
Besides the rate l>eing high, crops are secured by mon^-londers at cheaper 
rates, genei’ally 30 to 40 per cent les.s than the prevailing market rate. 

Agencies accomnwdaiing credit. — There i.s no help from the Imperial Bank 
of India and joint stock banks in this division. In fact, there are no joint 
Stock banks at all. Government help the agriculturists by the jgrant of takavi 
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lofttiA. Incltg^nmis haiik< niul niul |irotW*^ionnl money -l^nd^ra play a 

pi*oinineiit part in distribution of agricultural cmUt. Merdianta and 
dealers help the agriculturists by advauciug loans on stauding comuiai'cial 
products such as groundnut « tobacco^ cotton and chilliiss. The tielp dorivod 
from co-operativo organiaations is far too inadet^uato to cope with the dainand 
of tho agricuiturists. Besides th^w, there ai\‘ no other organ laat ions giving 
credit. 

Estimate of cnJH requited . — It is iinpassiblo to give any cstiinato of 
the credit reejuirod. But out of 2(K) to-oporative working in this 

division > the total working capital isniien up to Its. lakhs ; hut this has 
touched a very small projmrtion of the population. 

^Defeefs in the present sjistcin nith remedies. — Tiu* dcloit^ exist ing may 
be broadly classified under the following heads : — 

(1) Various rates of interest, «‘speciully on small amounts. 

(2) Chronic indehUHlness and eoiis«*«iuent defunlt whiih ultimatclv lends 
to litigation ami further heavier debts. 

(3) Disuhility in having to sell at uuiuvourahle rates luvuluce inclusivo 
of .standing crops l»y pieviously obtaining eredit accommodat i»m to imnu 
emergent cultivation expenses. 

(4) Emergency for tho louii h‘ading to imynunit of a higlier rai«' of inter- 
and pledging large extent of projiert ies. delaiilis in kucIi cases entailing 

in forfeiture of jiroperty by tin' capitalist reducing the bortower to nil. 

{5> Want ol .symijatlictic oiitbmk and timely beln on the part of ibo 
co-operative societies in Indping the agriculturists to the rcipiired extent to 
enable him first to free hiniselt from chn>tiir iiulcbtcdiH'ss ami secondly to 
give him .short-torm criHlit at all tilings of mnd. 

(6) The only remedy appears to he through co-nperal iv(* organisations by 
their affording long-term cheap credit to ndieve tlie ngricmltnristN from eh I •(V 
nfc indebtedness and clutches of tin* inoncv-lcmier and affoiding tlu'in short- 
term credit facilities at all linu's of need. Side* by side, lu'sidc^s general 
mass e<lucation, education on improves! mcubcals of agriciilt nii* am! marketing 
of producH.> should be provided for. The suspicious character in the agri- 
culturists should bo removed by intensive piopagamlu. Loans should Im 
freely advanced on the ple(lg<‘s (d standing crops under raw pnMluets* 
middlemen traders should lx* eliminated; joint nmrketing of produce ami 
soiling it at favourable lates may sex-m to be* conveunent methods, ft 
does not appear that there is any co-ordination among the various agencioH 
affording credit. Tbero upp<‘ars to be a narrow cmtlook on ibc» part of 
money-lenders that eo-operntivi* societies are tbedr rival oj gani/.at ions. There 
is scope for improving tlie present situation. 

Issue of takavi loans should be eo?iud<'tc*lv .^tooned and credit divert-«'d 
through land mortgage* banks which afford long-term credit. Thorc^ ahould 
Ik* at lea.st one jirimaiv land mortgage* bank in eaich taluk he*adc|uartierH. 
It should be able to aceximmodate the agriculturists to wipe* off his indebted- 
ness to the Inst pie. Repayments towards lliis cins.s of loans should purely 
come out of tho savings. lieside.s those thoro ouglit to be at hast one 
oe-nnerative credit orfrani^iatimi in each vdlato* to ni-ovide for sborf-tenn 
and intermediate credit, (iovernmemt help should lx* frex'ly e\'fond<‘d at least 
for .some years to come to land mortgage banks l)y purchasing delwnturcs 
with a view to create confide’ncc in the* minds of the public and as a guarantee 
of efficient orgauizatioii and administratieiii ui such land niortgago banks. 
The Taluk Revenue Officers s)n»uld have voie** in tin* mauagetj'onf over tabik 
land mortgage banks. Strict discipline in primary societies which is lacking 
at present should be enforced to prevent rnalpractie'cs. Confidence in tho 
estimation of the public should lx* cre*at<xl uml tfn.*n ulom* ijnesfruents in 
such organizations may be* freely exfieeded. 

2. Principal crop^ are being either c’arried away by the producer to 
important commercial centres and sold to middlemen traders or brokers go 
to villager and obtain nrodurts. Besides this. thcrf» iti no o*‘<^nniz«tior of any 
kind for marketing tho principal cro|> in the division. There should be a 
central organization at least in each taluk headf|uariers to purchase raw 
product, not mcrelv to grant loans the nlixlge of the products. Central 
organizations should be formed to connect the consumer with the producef 
and to elhninnte the middleman trader. 
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3. Value of land per acre for different kinds of crop#.— In Japnakondaii 
tiiltik th4» value of 9ingie crop wet lands in which paddy and sngalcaa# omild 
be raised ranges from Rs. 5u0 to Bs. 1^000 per acre and the value dupUe 
crop wet lands ranges from Rs. 1,500 to Rs. 2^000 per acre. In the eaia of 
dry lan^, lands in which produce could be rawed can be estimated between 
Rs. 500 and Rm. 1,000 per arre and lands which are good for cultivating 
groundnut can be estiiiiateil l>etween Rs. 400 and Rs. 800. But lands which 
are lit for raising staple food-grains of poor people such as cholam, hamlm, 
varagu and ragi and other crops such as gingeUy , etc. , could be ' valued 
between Rs. 100 and Rs. 300 per acre and sometimes even below Rs. 100 per 
acre. There are sryme dry lands «ii which rain-ted paddy in groa*n and tliey 
fetch a prit*e l>etween Rs. 300 and Rs. 500 per acre. 

The value of lands largely dejiends upon the nature of the soil, situation 
and irrigation facilities. 

(a) liands are sold for arrears of r(‘venue for a low price as the lands are 
usually poor in quality. 

(b) If there is no collision l>etween debtor and creditor the value of 
land sold in court auction is always reasonable. 

(r) The value fixed is always reas'inable unless the purchaser sliow's re- 
duced 1 ) 1 * 11*0 to avoid euliuntHMl stamp duty. 

4. There is no legal iinpediiiient to mortgage of land and agricultural 
holdings. 

(b) In the event of iioii-payineut of debt powers should l>e given to the 
mortgage bank for the sale of the mortgaged properties in public auction 
without any resort to the civil court as it is expensive. 

{(•) The present rate of s<*arch fees in the Sub KegistrarV'. ofh^e is very 

high. 

The working capital of the proposed mortgage bank should l>e derived for 
the present hy issue of delieuture nonds or funds from central institutions. 

The dohenture bonds must carry Government guarantee for both principal 
and interest at least for some time, i.e., till the public gets confidence 
in the good working of the hank. 

Measures to secure Government against unnecessary loss — 

(1) the audit of such an institution should he done hy Govenimont ser- 
vants ; 

(2) the reserve fund of the institution should l>e invested in Govern- 
ment security and it should not l)e withdrawn without the permission of the 
Government ; and 

(3) liettor scrutiny of the swurity of the jiroperties mortgaged to the 
bank by responsible Government officers. 

The rote of interest for the money raised should not exceed 4J per cent 
per annum and the lending rate should not exceed 6i per cent per annum. 

Branches of Imperial Bank and progressive joint stock banks also may 
lie opened at each taluk headquarters for issuing long-term credit and proper 
security. 

6. In order to devise measures for the increase of credit facilities to the 
agricultural classes it is quite necessary to get an estimate as accurate as 
possible of the existing indebtedness of the clas 

The estimate of such indebtedness can be obtained by examining the 
a<muments in the Sub-Registrar’s office in the case of mortgages and throng 
pnVetn enquiry by village officers in the case of other debts. 

The main purposes for which debts are incurred in this area— 

(1) Payment of earlier debts ; 

(8) Marriage and other ceremonial functions ; and 

^3) Qrowth of debt by canii ountJ and higher rates of intei'cst, interoat 
not having been paid. 
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th0 m Itrfaly du* drsUy to pn^tkim a^e ot Ud y t» 

ocHipmtm eredit soci«ii«s and Oiirdly to Govemniont toward! Uikmt loaaa 

' no ralo of mtomt iduitBod by tbo j^riToto moiior-lMiidm raagi troia It 

v0 3 S pw cent, by cOK>|>erativu t»ocietKf» per wut aud m the caee of ovordao 
ddbta 121 per cent and by Oorenunont 64 per cent. 

For tbe tiovermaeut luaiiH aud loons from eo-o|H>ratiro societieM interest 
18 Mtoplaied on the ontetanding principal only and not on intereet. 

But by tlie private money-lenders interest is calculated ntiiittallv and added 
on to the principal and aj^aiii interest is cftloulut4Hl <m l»oili tliO principal 
and iutomt, i.e., calculation of compound inieiv'*!. To (ioverniuent and 
co-operatiye societies tho loans are repaid in oasy instalments according to 
wg capacity of the borrower but in the case of private money-lenders tney 
generally enforce the repayment in a lump sum. 

Yes. Large uumhcr ol people who are eflicient are being turned into 
tenants at will through the process of the enforctuneut of the old debts and 
the landiHl property passing on into the hands of the rrf^itors. 

Since this process is going on it takes away from the actual cultivator th# 
lucentira to produce more aud in an efficient and better manner > Am fOOn 
as the debt swells he is not iuclincsl to look after his agricultural work, it 
IS the main reason for the deterioration of agncuiture in this area. 

d. There are no subsidtur.\ iiidu<*tncs in thcs*.^ areas except handlooin a cav- 
ing in some parts ot this division There are no gunleii ]>roduces in this 
area. Wells may he sunk and garden pro<1uees miiy he encouraged 

7. There is no idntion betuoon co-operahve bank and oilier banks. HelfNii 
aio being derived fmm the itnpeiial Bank by indigenous hankers «iioh as 
X attukottai Chottis. The Imperuil Bank allows a small amount of loans to 
the co-operative cenlral bank bv nn\ ol overdrnii 

The oo-op<'rative so<‘ietios iii this ai<'a aie not able to get local dopoaits 
They will have to wait upon the central co-operative bank if they want any 
loan . 

There is m» compotilioii in tins area iKdwoen co-operative bank and joint 
stock hanks as thei-o are no joint stock banks 

II 1 tuliqmou>i hnnhnui 

1. The indigenous bankers do no othtu t unction except advancement of 
loan to jigricnlturists. 

4. There is no hundi system in this area 

5. There is no such tran.saction. 

6. The rate of interest cither in money oi iu kind ranges from 12 to ,16 
per cent per annum. 

By organization more co-operative .societies and land mortgage banks 
can he opened. The rates of interest will then be brought down. Eadi 
village must have a co-operative society and at least there must be a land 
mortgage bank for one taluk. The reduction of such rates of interest 
certainly confer great benefits for the agricultural community, 

7. There is no prejudice against the indigenous bankers. The dealings oi 
tliis claiw of bankers with their clients are not conducted on sound linos. 
They never give credit properly for tbe amount repaid by the clients and 
never issue receipts for the amounts received. 

9. The net return to the indigenous banker after all the expenses and 
kwses will come to nearly 10 per cent though the rate of interest is very 
hipjh. 

10. Someiimes the indigenous bankers are obliged to refuse o» accotint 
of fliRiifileieiit security and sometimes for want of fnmla. 

81 
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JJL — Jnveiimtni habit fmd attraction of capital, 

1. There are no other liaiiktng resources except co*operattYe bauka. « It 
is impoiaiihie to state the additional capital required without knowing the 
indebtedness of the people. The imtittitions that are in exiatenee kre the 
c?o-op«>rative societies for encouraging saving and investment habits. Gene- 
rally in villages people invi^t in private chit funds created among themselves. 
The public is provided with full facilities in making investment in ^e co- 
operative institutions but they do not realise the advantages of the same. 

2. Postal Cash Certificates an* not popular in this ami. 

y. ProvUoB 5 and 4. — Landowners purchase lands, jewels and keep money 
in cash at home. Sometimes they improve tlicir live-stock with the income 
they get. At times they lend small sums of money for interest to neigh- 
bours. Traders invest money in their business, build costly houses and 
purchase lands. 

4. J*rivate choqnes are not used in thew* parts. 

5. Banking and investment habit is of very slow growth in these parts. 
I'his is due mostly to waul of education and tower rate of intei'est paid for 
deposits. lncreaae<l rate of interest, Vmnking facilities and educational 
propaganda may go a great length in Isdtering the situation. 
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/, — A\/rictiUural credit and ci'edit fvr ewaH mdutiTtat. 

1. («) For cxuvitses during cultiynlion ryoU goiiarally rniw ma^ lonn* 
iocaiiy aud pay intenfi*t moat^ in kind as soon as ilia crop la uayiraiiaa. 

(6) For capital and iHjrmanont iniprovomcnt the ryots ganarally 
tor Uovorniuent loans and raise also locally. 

(r) For other spiH;iiil ikhhIs Midi ns tnilure ul nioasooii^ lor laud revenue, 
etc., they generally ruisi* loans ltK*aIly. The interi'st ehurgtHl ontsHle ranges 
I’nmi M to lo |M*i cent siiu't* iiioiiev iiinrket tight. 

3. The value ol land iKo* acre is fluctuating and it depouik P*' 

the outturn it gives. It also variw witli rufertuieo to y^*!*it*”?®-.**^**^ 
and the minimum rate [>er acre ol wet land is Its. 2,U(K) and Ra. W to 
Hs. 100 por acre ot dry land in the dry ratnIacM traota of liuppur flrita* 
riie sale in Oovenmient aiietums tor arrears ol revenue or under court auc- 
t ion gt‘iK?rnll\ let(*lu*^ li‘» than llie niai‘kt‘l \a!m‘ f*a mg to lestiietton^ 
ii!H»ostsl l(»r sale in these <-ases. 

As regards loan-- to agrieulturists there was wane clemund immediately 
niter the Hoods ol IdlM hut now tlie a|»|dieaiions ais* not many in the 
taluk. 

I ha VI' ne other remark to oiler. 
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/. — Agricultural credit and credit facilities far small industries. 

I, (a) Nearly 75 per cent of tlie agricalturitfta rai^e money by boirowing 
either trom inuuUeiuen to wltont they are going to >m>( 1 the cropt^ iater or locai 
banks of which there are three in Karur on pledging jew’els or from co- 
operativo societies (to a small extent) or from professional money-lenders. 

(h) Money is raised by fakavt loans or ironi co-operative societim or 
from private boiTowing on the security of the lands. The last-mentioned 
tendency is losing ground. 

(c) Money is raised hy horroaiiig from profossionai money-lendci'S or 
local b^ies or co-operative c!*odit societies in the case of payment of land 
revenue to a small extent. 

In the case of loans raised from local banks whidi is mainly on tiie 

pledge of jewels the rate of int©i*est is between 1\ to 9 per cent. The 

period is one year. 

In the cose of loans raised from co-operative credit societies the rate of 
interest is 9| per cent on the security of lands. The jperiod of repaj^ment 
ranges from one year to ten years. 

In the case of loans raised from middlemen which is granted on promis- 
sory rtoU*s and on a promise to sell the crops to them tne rate of interest 
is 12 per cent. The period of repayment is a few months. 

The rate of interest charged by profe&sional money-lenders varies from 
12 to 24 per cent. 

The imperial Hank of India or joint stock bunks })lay no part in the 

taluk. The puH played by Government is little. Rou^ily the part played 

by the >'arious agencies may l>e put down as follows : — 


cF.a 

CBNi. 

ludigsuoub banks or hnnkern , . . . . . . . . « 85 

Co-operative societies . . . . • . . . . . Ic 

Profeeeional money-leudere 15 

Merohants and de Jers R 

Government . . . , . • . . . . . . , . . . 2 


PotHl . . 100 


Between 8 to 10 lakhs of rupees. 

The defects in the present system are — 

(1) Local indigenous banks do not lend money on the security ol 
immovable property. 

(2) Raising a loan from the co-operative society involves delay and it is 
limited ^ the allotment available. 

(3) The exorbitant rate of intere.st in the case of loans raised from 
professional money-lenders. 

If the Imperial Bank conies in the market and advances loan and that on 
moderate interest, it will help the situation very mudi. There is no co- 
oi^ination among the various credit agencies including Government and 
there is much scope for improvement. 

In 75 per cent of the cases the produce is disposed of to the middlemen 
in the villigie itself. In other ca^ the agriculturist takes the produce to 
the niefd^|||ie and dealers in Karur, keeps the goods in the warehouse of 
the tleaier w disposes of them thxtnigh l£e dealer who gets his comiiiissioti. 

There is much scope for marketii^ produce bn a co-operative basis in 
this taluk. Co-operative eftort in this direction is entirely lacking. 

No information about foreign trade is available. Banks and Imnlmn 
present play no part in marketing. Merchants and dealers construot warn* 
houses in ^ich they permit the agriculturists to store thmr products till 



Uwi^y art» dibiM»«il of. So rent is ciiftrgod but ike dealer gatv bis ootmnis** 
siou. Excepuuif Uiw iiostai money oi-der system ntv no faeiiitios lor 

internal remittance. No imrt k play^ed by negotiable inatruments in the 
internal trade of this taink. 

Tbere^are no hundis current for the agriculturist. It k the middlemen ' 
*)l the merchant who sells the gotxls. The Government can asiiist by staHing 
<sM)perative societies for tlio marketing of the prcjduw. 

3. The Yolue of lauds on whid) crops sndi as plantains^ betels and 
sugarcane can be raised k generally Rs. 3,000 an acre; lands on which 
paady i» raised is <?stiumUHl at Us. nn atn*. Manamari tiry lauds can 

vahuxl IwtwiHJu IIn. 50 and Us. Uk) an lu rt', Garden laud cau In* valued 
at Rs. 500 un acis) on an average. 

The niaiu factors arc water-supply and dniinugc fueilitK»s. Lands in 
villages in the upper reaches of irrigation diauneb are more valuable than 
lands m villages in the lower I'eoches and in the tail end of tho channel. 

(a) Valuable lauds are raiely sold for non-payment of revenue. 

(h) Value of land sold in court decree is determined by the enoum- 
liraiK*e on the laud, possession expenses, etc. 

(c) The prices given above are of lands Bold by private negotiatieuB. 

4. Thoi'e is no legal impediment to moitguge of land and ngrietdlural 
holdings. There are no land mortgage banks in the Kanir taluk. 

I have no .suggestion.s to make to improve the record of rights. 

It the working cajdlal ol the mortgage bank is ilerivwl from deposits it 
will be iictter. l-nless debenture boiuts cnrrv (iu\einmeiit guanintiH*, thev 
will fail. 

5. No uccmate eslimute is available so lai as I know l/ix'nl tNinlidentinl 
enquiry can be made of a few typical cases in a few villagee. 

(1. Tho .subsidiary industries in this taluk ure- rict' milling, groundnut 
docorticater, garden pi*odiHs^ and hund-spinuiwg. 

lluiul -.spinning ami garden produce arc the mum subsidiary indUBtriuB 
w'liicli can lie encouraged by granting small loans and by forniing central 
co-operative stores for marketing them. 

0-A. Many remarks apply to weaving and metal mtlustnc.s 

7, I have no lemarks to olfei . 

ll. ^Indigenous banking, 

1. Thero are indigenous banks in Kurur all registered. Tho kinds of 
business transacted are— 

(1) They receive deposits, lixed. curreni. seasomil ami monthly, and 
also monthly savings fixed deiKwit. 

(2) 'rhey issue loan., on jewel.s, gomls (incJmling agricultural produce) 
surety and special loans on individual security. 

2. Kouglily it may be stated that the extent of help given by the indi- 
geifous banks is ulx)ut 35 per cent of tho requirements. 

3. (a) The capital inve.stod in the three banks may be estimated at an 
average l>etweeii 2) to 3 lakhs of rupees in each hank. 

{b) They help trade and agricnltim^ chiefly and say, a of the business 
of the taink is carried on with their assistamv. 

(c) Tlio e.\pensi*s of each of the tiim- banks is Us. I.UOO |)er aiiuum. 

(d) There is no co-ordination Udween the local l>ank and Um co* 
operative society. 

4. There are no liundis in these banks so fur, 

6. They grant loans for a period of one year on jewels, on gocMk (mainly 

on agricultural product), and on sureties* The loans may be repaid in 
instaiinents or m a lump sum. The rate of iiiterc.st allowed is OJ to 
& per cent on the security of jewels, 9 to lOi per cent on the security ef 
goodSi 12 to 134 sureties, and the interest is payable monthly 

on pain of iienal interest in the case of default. 

fh^ banks have started business on shares, paid«up and snbscrilied. 
ThJey also receive the various kinds of deposit as stated above. 



liiiertwi uliowed on are — 

6 to 7^ per cent on tixed de|>o<»iib. 

3 to 4 1 per cent on current Uepo^iib. 

71 to 9 per cent on seasonal d^Miita. 

0 to 7J |M»r cent on montiiiy ctepofi»it>* 

6 to 74 i>er cent in the ca«*e of monthly savingh fixed depoj»it». 

6. The rate of inttMest paid by the agricultural coinmuiiity is 9 to 1(H 
wilt where payments are made l•egularly, i.e., on due dates. In the 

ease of default the rate of penal interest wines to 224 iwr cent. If the 
Impel' tul Bank finunccs the loiuil bank at a elieap rate of interest^ the interest 
couid be reduced. The Government should intervene and reduce the rate 
of penal interest. The reduction of interest will certainly confer groat 
iKuiefii on the agricultural coiniminity. 

7. There is no piejudico against local banks in ^his taluk which are 
conducted on sound lines. If there is more c'o-ordihstioii between local 
iianks and co-operative societies, it will be a great help. 

><. The answers liave 1 kh*ii given already; so fur as J can mx', the iiidi- 
geiiouH banking comiuunity are likely to welcome measuix*s for regulation 
and publicity. 

11. The rule ol dividend declared to sburebolders alter providing tor the 
nvierve fund is 12 per cent on an av<u‘agc. 

10. When working capital is found to die iusuilicieiit, seasonal deposit.s 
are raised and on the whole all doinunds for accommodation are met. In 
rare cases ucconiniodatiou is i*efused or full accommodation is not given on 
account of unacceptable so<*urity. 

11. Tlic formation of local banks with liKaiJ diiviitorates is not likely to 
be u. business proposition. Central reserve bank at district headijuariers 
will coiijpeto adversely wdth local banking unless the business of the central 
Hnancing body is restricted only to giving deposits to local banks at a lower 
rate of interest tlian tliui now paid for deposits. 

12. No money is locked up with indigenous banks in Karur. 1 do not 
think tliat any large amount of money is llowing to provincial capital. 

13. By restricting the mimlier of banks and establishing them on sound 
linos money can bo made to benelit the district. 


III. — Jnveslment habit and attractiijn uj vapitaL 

1. In this taluk the existence of three local banks affoids sullicieui facility 
for investments of savings. These facilities can l>e improved by opening 
branohes in convenient central villages. The tendency to invest in silver 
and gold still persists to a large extent. 

2. Postal Cash Certificates and Treasurv Bills are not popular in lliis 
locality. More publicity is requii'ed. 

3. There are now no local facilities for sale of Government securities^ I 
am not in favour of granting siKxdttl facilities to small agriculturists to take 
up some form of Government security. 

There are no facilities for purchase and sale of securities other than 
Government securities. Generally in ninety per cent of oases people keep 
the money with them in their houses to meet expenses which are generally 
over and above the money received. Where people can spare money tie 
tendency is to lend privately. The tendency to deposit in banks is gaming 
ground. Surplus money in a prosperous year is invested in the puimase 
Ij^i land or in improvements of various kinds for agricultural purposes. 

4. I Jiave no information. 

5. Sinking and investment habit is of very slow growth. The real cause 
is want of edi^tion. With more support and encourogemmit from Gevem* 
ment, there will l)e inoi*e local banks. Where local banns are run on seund 
lines, they do attract savings. There is need for greater village propagotida 
by means of lectures to atti'act Government loan. 

1 have no information regarding the result of the opening of new 
branches in recent years by the TmpeHal Bank of India* 
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I,'*— iff Hrtilfttmf (teiiit ami nfdit /ariittits /«r imimfrirn, 

1. Tho iiijricultunii o|H'r«tioiis carruKl ow in this diviNion «i*e all on « vory 

>>DUiU aealo and Uie agriculturistji carry on tlieir buaiiKBm witli thoir own 
money or witli aoino borrowed money from their iietghbonra on condition 
to repay them as mkmi ns the yield is ohtnineil. Only for piirchaaittg oatUo 
iitul improving th«' land'* they take loatin from Oovernmetii nod isi-otH>rativo 
societios to the oxiont of Rs. 100 to R«, 5(X) gencrallv. For the inatailation 
of oil engines n very few ryatn have taken Rs. 1,000 to Rn. ^*p60. The 
iliterest Hmrged by ilov^rniiient amounts to 74 per cent and while in the 
(•o-ojH»rative cmlit MH'ietu's it is nlioiit 0 |H*r cent, the private hanks charge 
interest from 15 to 21 per cent. The ^rieuUural w*ork living on a niinur 
scale with each individual, it is not likely that they would recjuire any 
iipprcH iable amount and so it is not poasible to frame aii estimate of the 
frttol amount of capital risiuiretl for agricultural purposes*. They ere 
taisiiig th<* loans toni|>ornrily for tludr piirimaes from tlie Uk'uI liaukei's and 
iiionevdonders on simple h<»nd W’ith one or two Mureti*;V#. They execule the 
bonds on the secuiity of their lands only when the amount is largo or when 
tho loans K^matn in arroars noi nmnlating with int<Test. Owing to the fnilnr** 
iti mon^MM) for fh*> last sevnii or eight years the agriculturiHts did not 
thrive ami they find it difliciilt to repay the deht« C*on«etjiu>ntl\ tin* 

it mounts are to Ik» leroveiiHl tlnongh the court •»! law and coercive (»r<»” 
(‘4^sses- III the ahseiue of projier monsca>n there is no sc'Ope to get out of 
ilu' ditfn'ulty. 

2. The jnnrkeliiig of principal crops nlj«o not on any largo scald in thi« 

tliirsioii. Agriculturists reserve tlioir surplus stock with thorn, take it to 
the business <y*ntres such ns Trichino|*oly. Matiachnnallur and Nainamalai 
in Xaiiiakknl taluk and dispnsi* it of for a small gain. Thor*^ no 

rnercliaiitH or hig hrms in this division having the monopoly of marketing all 
|o innpal c rops, The brokers piirchnM^ the crops such as cotton and groniidnip 
m tin villag*»s and tliev take tlM'iu l<» the iin r* limit s at Triohinopoly wlu'V*' 
ibev disjHiM* them of tlicn and there. Practically nothing is stcHkial to an 
nppi4»ciattle f|Uantity in these parts. All triinKnctions tiik<‘ nlace only by 
making payments in cash. No kind of bills is prevailing. Tlio remittances 
lajtween the traders in India and Ceylon are carritwl dii by liundis Uf a 
small extent. The almvo hnndis are cashed at the local hankers at Trichi- 
nopoly and Tiiraiyiir on discount system. Home merchants send the rail- 
way receipt by value payable jiost and get their money by postal inone>’ 
orders. If any liceasc^d w^arehonses are cstablishryl under Government 
oontrol. it will no doubt 1 m> nseful to the public. 

3. The wet lands under river cbanneli} ar© b©it^ sold at Ra. 1,000 to 
Hs. 3.000 and those under tanks and uniculH at R«. 500 to Rs. 1.500, The 
pries' of land varies ac'f*orcriiig to the fertility of the soil, irrigation far iiit ies 
and proximity, etc,, to the inhabit4:!d nattam. The lands for cnltivniion of 
l>etelK, plantains, etc., are most costlv. next comes the land fit for single 
crop cniiivaiion only. The lands under tanka where the aupply of water 
der^ids entirely on rain are iinitirally aold at a lower rote. 

The lands which are aold in Government auction for arrears of revenue 
are very few and they nn* only dry lancla which are mostly not eultivat^. 
They are sold only for a nominal price, just to cover up the Government 
duos. The value of iands at a court sale also dooM not fetch the full market 
value. Owing to the straightened ctrcumsiancea of the judgmeni-dehior, 
nobody comes forward io hel]> the debtor and the decree^holdeni are bidding 
^le lands at a low |mcc. i.e.. at half the market rate. The purebase 
by private negotiations eff»?cts the sale at a decent price according to tfie 
inarket rate. 

4. There are no legal impedimefita to mortgage of land and agrlenltuml 
iuMliiii in this diviaim. lamd mortgages are aooe|>M hy private nmuqr* 
len^^, co-operative sodeties and joint stock companies, mit up long tarm 



cv^itu are allowed. Loana are made pa^rable witbin a ^lotrt inierval taag* 
tag from one to fire yea». Only for the kane granted by O wrmm aeiit a 
period of 10 to 20 y^tre k being allowed gmieraUy. 

The record of right and title of ownership aiw reiy clear tmder 
present rules. Attempts are being ma de to hare the Indep^denl rrgii^ry 
of the lands in the name of actual owners and no larther miee ere neoee* 
sary. It is only the previous oiicumhranoes that make the mortg^sgis wdme; 
in some cases owing to the higli cost of encumbrance certificates, tlm loans 
are advanced in several coses witliowt caring to look into the previous 
enctimbranees sokly depending on the variation of the borrowers. In some 
oases their vei'sion lM*<>otnes falser and Ic^s ac*c‘rues. The fees for encutn* 
brance oertificatc! may Ih^ reduced by oiie4iatf. The opening of a mortgage 
bank will Im> l»eneftcifld U) the public. The bank will have to nm from funda 
from oentrul instituttoiist mid dcfsiHits by private {K^rsous. The bank should 
neoessarily carry on Government guarantee for b<^ principal and intereet. 
It should raise moneys at 6 jjer f*cnt intenrest and lend money at 9 per cent 
to cover up too expenses: If the bank fairly works with Government security 
it can rais4^ adecjtuito piovisioii of long term credit. 

5. The imate of dehlh under different classes of loans can liest be arrived 
at only on a proj^er eiupiiry. The debts aiv incurred for the purposes 
euunieruteil in the <| neat ion iiaii’<\ Most of the debts is duo to profes- 
sional money-lenders. The i>eople have to finally sell away all their proper- 
ties without a way to discharge the debts. The investors being very lew 
no special facilities are necessary. 

The little profit the agrieultiiristH derive hv sale of prixiuce, etc., is to 
be spent on several causes : — 

(1) Defraying agriculturnl e.\ix*nw's. 

(2) House-building and marriage e.KpeiiM'K. 

(d) Expenditure for their children’s education. 

(4) Payment of land »*evenuc and repayment of loevious debts, if any. 

6. Subsidiary industries such as rice-milling and cotton-ginneries are also 
carried on in this division snceofesfullv to .some extent. There are some 
25 to 30 rice mills and there is one ginning factory in this division. The 
agriculturists w'ill have sufficient w'ork throughout the year provided theii* 
is timely rainfall. In times of scarcity of rainfall also, they w’ill have enougli 
of work, as the watering of the fields will have to be canned on by baling 
from wells and rivers. They cannot be ox|>ected to he fit for any other 
work. Xo finance st'oms necessary’ nnder this head. 

6-a. The industries enumerate in question 6 -a are being carried on in 
the division. The above industries are thriving well, with eelf and borrowed 
capitals. There are enough of merchants at Turaiyur, Manacbanallui*, 
Poovalur and other places to advance money to the weavers and take their 
goods as soon us they arc ready, 

7. Information will he available in detail from the department i'oncemed. 


11 .^Indigeiwm hanhing. 

1. Indigenous bankers lend money on personal security and also on moft- 
gages of landed properties. Some of the baBkei*s deal in hundk also 
di^unt system. These hankers advance loans for a short period on an 
interest of 12 to 18 per cent. 

3. The indigenous banks are mostly owned by a single person and in 
rare cases there are one or two oo-sharers. Each bank transacts business 
with a capital of R$. 50,000 to one lakh. Banket's are mostly Nattukkottoi 
Chettjs of Bamiiad district. Each bank is managed by local agents on a 
salary of Ba. 25 to Bs. 50. They have nnder them some two or three servants 
on a pay of Rs. 10 to Bs. 15 acooi^ing to toeir capacity. Mouthy sallies, 
coiitifigencies.* interest on borixiwed capitals and inconie-tox. eto.., are paid 
out of the Mnounts and accounts are maintained. All sudli banks are inde- 
pendent of each othetr. 

5. The bankers lend money on personal security taking one or two sioreliei 
for a short i^iod, say one year. In rare cases, they l^d money for a long 
tom of abo^t thtoe toa Bui in the latter cahe alto the intolm 
payable evofy year. Ilwi interest k diiwged at 2 to 3 per oent a month wifir 
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Alt ataI uo<k*r&tAiuliiig that intAn^t a ill l»o diArgiHi at a Jaw r«tA 

*1 i\m full aiuouut will bo clAilAud. 

TiiiMiAArr of biiputAtion ts inieudod io oiiNun* iiiur'y itayiueiti of Kiaha. 

their oat» money in the busiaewi. I^mo time they 
„ jnoney At e low rote of intereet from ekewhoro and traiuiAOt hneiiieeA. 
they allow on borrowed capitals will l>e Altoitt 5 to ft per cent 
Acoordinjrto the term ftxed for repayment. 


d* Tfe ^ttikers charge interest against tlie agriculturistH from 15 to Iil4 
pe*‘ unscrupulous bankers charii^e iiiieresi even at M |>er cent* 

In Courts of Law» the intoi*est amount is dtH'rt»ed us per terms of tlio 
coatrai^ This telk much upon the debtors. It will U certainly fair and 
Ijeoedeiia to the public if nny stamlard oi iiucti^st is bv law us it tvuild 

not he restricted by any other method. 


7. Q^eraJly there is no dislike against tho iiuligcium.s bankers. Tbev 
are sufficiently protected in law. No turthor fnrilii> wh»ius to Im’ noceasarv 
to them. Except charging of interest at a verv lugb rate, the dealings of 
bankers with their debtors call for no reinaiks. 


ft, The banks^ may be made nioic servits^abU' lo the I'otninnnity if the 
rate of interest is regularised by law'. This will improve the baiiktug system 
and lead to its consolidation also. These hanks may lie oishued to bii got 
registered under the Act and audited! annunll.N. oi ismnu^ soim^ would lie 
unwilling to have their business controlled b> law Imi it will bo found 
ieasibld in the long run. 

9. Tliere can Ik* a net gain at m io 10 per c<‘nt .iih*r ims'tiiig -ill Mots 

of expenses. 

10. The bankers are in good condition to ('oinply with the demands but 
they have to refuse application on acxount of insufficient wM iiriU and faihirt'* 
of repayment of loans advanced. 


11. If the banking by private persons is got r<*gistcml and the businesH 
is transacted under definite rulings frainc*d, it would attract the public io 
invest their .sur|>liiK in the bank. The tapiful will bi* in. kmisI 'i'beii 
they may hare transaction with the central monc^y maikots and ilms the 
indigonoiLs banks may bo connected with tho central banks, lly having a 
regular transaction gradually, the wuitral bank will inspire the conficleiico 
^ the bankers. For this purpose, it would be better if a branch of tho 
joint stock bunk is opened at i*acii taluk bt‘ad(|nartm*s. If this biuncli ol 
the joint stock csinipuny is made to iia\c tnuisadions with tin* imiigc'noiK 
hanks and they are made to work jointly the competition will cense. 

12. Ycjs. Boine of the rich pemnis have gi)t 'heir 1 1 i.nsm 1 ion with flic 

linpiU'ial Bank of India or w’itli some join! companies foi uauf of 

proper indigenous banks in the local areas. If the indigenous bankH are 
irajproved by making them to work under definite rulings, tlioro could fie 
safety to tho public money invested lhcrf*in and this w I'l b* bcncbcial to tln^ 
local area within the district. 


///. — lnv€9fmfnf hahif atuj atirtHium of lojtitaf 

1. The information is not available. I'he people generally invest their 
savings in some of the recognized hanks and c<M)perafivc banks. The popular 
tioo who can find sayings for investment are verj' few in these parte. The 
little savings they make, they have to ^nd fpr family expenses in the 
purchase oi silver and gold ornaments. The question of savings is practi** 
cally nil with the maiority of the people in the division. Small savings that 
are made by Government officials are invc^stcnl in life insurance policy. The 
postal savings bank and Cash CertificaU* system in life inh!iran<*(j policy. Any 
uierease in the rate of interest will attract more people. No dbange is 
required in the exis tin g period of issue. The people do not seem to go in 
for puNhase of Government securities nowadays. The postal savings Dank 
yyf fem and Cash Certificate system arc siifficient to the shiaII investors of the 
country. 

3. Several of the ryots are reduced to nil balance, Very few persona are 
idtda to inve^ their surplus in the purchase of fresh lands. Iliey always 
tomwo seme money in stock without investing it anywhere. 
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Th* funtm lend ii»«nw to •gri^umtoto 
vAtion tlisy tteofrer ft from the prodnoo wiUmiit 

money fliey get in o pn»peroBa yenr is urrastod in too pnrto^ of 

4. Tho cheque systom is not genorslly wMhing in this dWieiM. 
is no need toprom^ the cheque hshit, since currency notes i%^iar«ely 
ill cirpolotioii which offer facilities for free use of money* 

6. Tho bonking and inrestment hahit » .very slow in these parts Md it 
is doe to want of money among the public at large. The expensee m 
always grester than the iiicinuc' The i>eoplc <»f Uicm* parts a^ not 
in a position to make sayings and a venr few Ofots who make swoiato^ 
have their own ways of investment by lendmg money for interest for m mH 
intervals and by purdiose' of fresh lands irhen opportomty :° W 0 ^ , 
will not be for investment in Government loans. No dianjp w 
in toeso parts by the o|»ciiinR of new brandies in recent^ years by tae J.upenin 

Bask of India.' 






